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Going to Africa? Your copies of World Report will follow you there, as you 
can see from the list shown below. Newsdealers in these cities regularly 


carry World Report for sale. 
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World Report correspondents spotted in the world’s major capitals 
are cabling, radioing and telephoning a flow of particularly interesting 
and informative dispatches on the noteworthy developments and trends 
in international affairs. Here are several well worth your attention. 

From Moscow, Robert Kleiman cables a dispatch analyzing the 
proposals, counterproposals and discussions between Foreign Ministers 
Bevin, Molotov, Bidault and Marshall which are designed to achieve 
agreement on several of the world’s outstanding political and economic 
problems. While Germany and Austria are specific problems before the 
Council of Foreign Ministers, settlement of many other questions hinges 
on diplomatic agreement on general principles and policies. You'll find 
the report of what’s going on in Moscow on page 7. Kleiman also has 
cabled an interesting report (page 26) on life today in Russia's capital, 
and in the text section, beginning on page 43, you'll find the full tran- 
script of U.S. Secretary of State Marshall's statements on Germany's 
economic, political and financial affairs and reparations—the outstand- 
ing questions to be settled at the Conference. 

From Berlin, Thomas Hawkins radios a report on Germany’s eco- 
nomic situation—coal, food, man power, raw materials and the vital 
Ruhr, which will be major factors in determining whether Germany 
will be able to come back as a self-supporting nation, producing for 
home consumption and export, and whether occupation costs borne by 
Britain and the U. S. can be reduced. 

From Athens, John Mowinckel radios an on-the-scene report of the 
initial reaction in Greece to the new U. S. policy, which may provide 
some of the answers to some of the questions the people of the world 
are asking. That dispatch is on page 9. In the Photo Report, pages 32 to 
36, we give you a pictorial reminder of the part the U. S. has played in 
Mediterranean history as a prelude to the new role she now has under- 
taken in that strategic area. 

From Tokyo, Joseph Fromm cables an analysis of Japanese affairs, 
which on page 12 explains the whys and wherefores of General Mac- 
Arthur’s recommendation that the Allies negotiate an early peace. It’s 
of special interest to businessmen looking forward to the resumption of 
Japanese trade. Text of MacArthur's proposals on page 43. 

From other capitals: The Worldgraph, (page 24) an exclusive World 
Report feature, is a revealing statistical picture of communism, the 
total number of Communists in the world and in the various countries. 
You'll find, for example, that in Soviet Russia itself only 3 per cent of 
the population are Communists. .. . . The World Bank is to make ‘pilot 
loans’ to several countries to tide them over economically until the 
Bank can get more dollars through sale of its securities in the U.S. 
That dispatch is on page 30. 
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UNIVERSITY OF ELECTRONICS .. 





W: measure the value of any university by the extent to which it helps 
improve the conditions of human life. The research work of the 
scientists of the world-wide IT & T laboratories contributed many basic 
developments in electronics and communications before the war and 
particularly for the war effort of the United States and its allies. 


Now, with the new impetus of postwar demands, IT & T draws on its 
vast reservoir of technical knowledge to help keep America in the 
forefront of progress. IT &T is constantly advancing 

—in telephone and telegraph communications equipment 

—in aviation electronics directed primarily to air safety 

—in mobile radio 

—in FM broadcasting 

—in PTM (Pulse Time Modulation) multiplex broadcasting 

and telephony on a single frequency 

—in television 

—in direction-finding and sea navigation 
and in many other developments in these areas of human progress 
in which, for over two decades, 1T & T has been a world-wide leader. 


INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 
67 Broad Street, NewYork 4, N. Y. 


America’s World-Wide Leader in Communications, Electronic Rese 
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IT&T serves 
the world in these eight 


additional ways: 


MANUFACTURE OF COMMUNICATIONS 
AND ELECTRONIC EQUIPMENT 

I T & T factories in 26 countries, 

sales offices in many more, make 

it the largest international com- 

munications and radio supplier. 


TELEPHONE OPERATIONS 


I T & T has modernized and ex- 
panded national telephone net- 
works in many countries, and owns 
and operates 7 systems in Latin 
America and Shanghai, China. 


RADIOTELEPHONE COMMUNICATIONS 
I T & T has installed and operates 
the radio stations connecting most 
of the countries of South America 
by radiotelephone with 95% of 
the telephones of the world. 


RADIO AIDS TO AERIAL NAVIGATION 
I T & T companies, world-wide 
pioneers in radio navigation re- 
search, are today manufacturing 
and further developing electronic 
aids for safety in air transportation. 


CABLE AND RADIOTELEGRAPH 
COMMUNICATIONS 
I T&T associates have 47,000 miles 
of submarine cable, 6600 miles of 
landline connections, over 60 inter- 
national radiotelegraph circuits. 


MARINE COMMUNICATIONS SALES 
AND SERVICE 
I T & T associates operate 7 U. S. 
marine communications shore sta- 
tions and have 152 sales-service 
agencies at principal world ports. 


TECHNICAL AND ADVISORY SERVICES 


I T & T technical and advisory 
services are supplied to certain 
government telephone systems as 
well as to privately owned tele- 
phone operating enterprises, 


EXPORT 


I T & T maintains an export de- 
partment which supplies its cus 
tomers their complete requirements 
of electrical equipment, including 
products of other manufacturers. 


arch and Precision Manufacture 


U.S. Manufacturing Subsidiary: Federal Telephone and Radio Corporation, Clifton, New Jersey 
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FROM THE CAPITALS OF THE WORLD 
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These things seem most probable, now that the cards are on the table: 

Germany is to produce additional steel, machinery, chemicals on new terms. 

Factories, other than weapons and munitions plants, will be put in repair. 

Coal output will need to be pushed upward to underwrite heavy industry. 

Food imports will need to be increased to support a working population. 

Agriculture will have to have synthetic fertilizers to improve crops. 

It's a difficult decision, a step long opposed by those who fear a revived 
Germany can get too strong again. But it’s being sold now as a necessity, a move 
made necessary by Europe's dependence on Germany's productiveness. This time, so 
the idea goes, there is far more assurance of policing Germany for a generation, 
of detecting deceit and preventing aggression. The choice, in that framework, 
is held to be: either a poverty-stricken Europe or a self-supporting Germany. 


Actually, if Russia and France join zones with U.S.-Britain: 

Germany, operated as a whole, despite lost territory, can produce two thirds 
of her own food, can provide synthetic fertilizers for the restoration of crops. 

German industry is capable of turning out he-vy equipment for rebuilding, 
plus consumer goods badly needed by Russia and France. 

German craftsmen, when fed a staple diet, are ready to pour out shoes, 
dyes, textiles and optical goods, all of which have ready markets abroad. 

But if U.S.-Britain must go it alone in their part of Germany: 

Reconstruction is to be directly related to the volume of imported food. 

Britain will be less and less able to share in financing Germany. 

U.S. dollars will be spent more heavily than ever for pump priming. 

Break-even point, balancing of exports with imports, will be pushed back. 

Either way it goes, there‘’s no longer any thovght that Germany can be made 
into a pasture, can be kept on a dole, with the winners of World War II footing 
the bill. The emnhasis will be on co-oneration, on a b sis of friendship with 
Germans who earn their own pass*ge. The problems of guiding Western Germany 
back to work is analyzed in a dispatch from Berlin on page 14. 

















There's long study behin? the new line of policy toward Germany. 

An important factor is the Herbert Hoover report, which sums up: 

Germany's population, in a far smaller area, will be 71,000,000 in 1949 as 
compared with 68,000,000 in 1936. It's due to territory lost in war plus migra- 
tion. Only if 25,000,000 Germans were resettled or eliminated could Germany pos- 
sibly support herself as an agrarian state with her people tilling little farms. 

Light industry, alone, is insufficient for Germany to earn her own keep. 


(over) 
(No part of this or any other page may be reproduced without written permission) 








WORLDGRAM-= ( Continued) 


Concentrated expansion of light industry would be an economic menace. It needs 
to be remembered that such a course would compete with Germany's neighbors. 

The Hoover conclusion is that only if both heavy and light industry resume 
production, in orderly fashion, can Germany profitably export and become an 
asset in Europe's recovery. Germany can be kept in economic chains, Hoover 
finds, but that also will keep Europe in rags. He's strongly against that. 





In the larger world picture, this much is clear: 

Russia cannot and will not ch’ llenge a U.S. willing to act firmly. - 

Russian reaction to Truman's proposals shows her state of mind. There is a 
certainty that Russia would do nothing now to precipitate a shooting war. 

Russian bargaining reflects a decision to move cautiously to avoid crisis. 

Russia guessed wrong when she interpreted U.S. demobilization as a sign of 
weakness, as a sign that U.S. was pulling out of Europe. Russians took too much 
for granted. Many European leaders, also, were too ready to assume that U.S. 
was going home, that Britain was too weak to take over and that Russia would 
move in to dominate areas where British power had predominated. 











What's happening, instead, is this: 

U.S. is merging diplomatic and military moves, is calling bluffs, showing 
power in keeping with the needs of the moment. If anybody tries to shove, then 
U.S. is getting in a position to shove back. 

Europe, hereafter, in peace as well as in war, is a direct U.S. concern. 

Russia is not to win by default a control over Europe that U.S. fought to 
keep Germany from winning. It is remembered, too, that two wars in which U.S. 
became involved were generated in Eastern Europe. U.S. this time is not to retreat. 














U.S. policy, as put forward by Secretary of State Marshall, says this: 

Russia has more to gain than lose by co-operating with U.S. 

U.S. has the supplies and the financing to offer, not Russia. 

If Russia wants to get along, she can come to U.S., not vice versa. 

If Russia doesn't want to play an open game, then it’s her own loss. 

There's to be no appeasing of Russia by U.S. The U.S. position is that she 
has played fair and square, and others can do the same if they want to get along 
with an America which has the resources to back up her attitude. 











However, if Russia does insist on pushing ahead with her °-r~=nsion: 

United Nations’ machinery then would break up and be reorr-nized. 

Russia would be outside the world organization, going her own wy. 

It is unlikely that Russia would want to choose that course. It is far 
more probable that Russia will show more enthusiasm for the U.N., will try to 
make her voice heard that way, now that U.S. has shown a strong hand. 








It's worth noting now in looking at Britain's economic troubles: 

Coal targets, set for 1947 by Britain, are short of what steel mills need. 
Export production is certain to be crippled by a pinch in steel. 

Import of coal, the first time for modern Britain, is seriously urged. ; 
Coal._shipments from the U.S. are not probable because of high costs. 

South Africa is being asked to quote prices and quantities of coal. 

In other words, Britain's situation isn't showing signs of improvement. 
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The U.S. is critically short of passen- 
ger ships. The world’s greatest maritime 
nation now has in operation only 21 
ocean-going passenger vessels with a 
total capacity of 4,359 persons. Seventy 
ships under the American flag, with an 
aggregate capacity of 22,658 passengers, 
are inactive, largely because of failure to 
meet safety requirements. Before the war, 
162 American ships, with space for 
56,516 passengers, plied the sea lanes. 
Of these, 37 were sunk and 27 were 
transferred to allies. Only seven passen- 
ger liners are now being built in the U. S. 


o 90o Oo 


Britain is to buy Japanese textiles. The 
Japanese cotton industry, before the war 
the chief competitor of English mills in 
Lancashire, now is to provide the United 
Kingdom with 50,000,000 vards of cloth. 
The Japanese cloth, woven from Ameri- 
can cotton, will be processed in England 
and shipped to other countries for sale. 
Britain exported 513,000,000 yards of 
cotton piece goods in 1946. 


oo °o 90 


Philippine gold soon will be flowing 
into bullion markets of the Far East. 
With free export of gold now permitted 
by the Philippine Government, §ship- 
ments to India, China and other countries 
where bullion brings more than the $35 
an ounce price fixed in the U.S. will be 
limited only by the pace of restoration of 
mining facilities. Before the war, some 57 
Philippine mines produced about $50,- 
000,000 worth of gold a year. Two mines 
now are back in operation. Many others 
will join them soon, and new mines are 


being developed. 
° 00 


A U. S. loan to Norway will permit that 
country to buy $50,000,000 worth of 
American goods and services in the next 
14 months. The Export-Import Bank 
credit specifies that Norway is to spend 
$37,000,000 for iron and steel products, 
industrial machinery, automotive equip- 
ment, farm machinery, textiles, coal, oil, 
copper, chemicals and other raw mate- 
rials. Norwegians will pay $13,000,000 
for such U.S. services as ship repairs, 
freight and insurance. 


oo Oo 


Peru’s booming fisheries are aiming at 
the U.S. market. The vast resources of 
Peruvian waters were first worked on an 
important scale during the war, when 
UNRRA was the big buyer. Production of 
oil-packed tuna jumped from 38,145 
cases in 1942-43 to 180,000 cases in 
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1945-46. This year, output probably will 
reach 400,000 cases, most of which is 
earmarked for the United States. Peru's 
annual return on fish exports thus is 
expected to amount to $4,000,000. Can- 
nery capacity is to be increased by 100 
per cent. The present catch of 25,000 
tons a year could be increased tenfold 
with full exploitation. 


o oOo °O 


Japan's coastwise shipping is to get a 
new lease on life. The 17,400-ton Hikawa 
Maru, before the war a luxury liner on the 
Yokohama-Seattle run, will operate be- 
tween Hokkaido, Yokohama and Osaka. 
It will cut down the usual 58-hour run- 
ning time to 36 hours. A Japanese Gov- 
ernment corporation soon will take over 
the building of 360,000 tons of new ship- 
ping and the salvaging of 64 sunken ves- 
sels to speed the restoration of the na- 
tion's merchant marine. 


o.6UuOlCU8 


Turkey's shipping and port facilities 
are to be expanded. Work on enlarging 
and improving the port and ship-repair 
equipment at Izmir (Smyrna), Turkey’s 
chief port and naval base on the Aegean, 
is to begin soon under the supervision of 
American advisers, who are to be in Tur- 
key for two years. This year, $21,500,000 
will be spent on dockyards and $23,600,- 
000 on ships. Later, floating dry docks 
are to be installed. The Government is 
encouraging private shipowners in Tur- 
key to buy vessels from the U. S. by 
facilitating credit and exchange arrange- 
ments and by guaranteeing five years of 
solid bookings. 
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Russian trade with Hong Kong is be- 
ginning to develop. The Soviet Union is 
buying large quantities of tin and 
wolfram ore. Recent shipments from the 
British Crown Colony to Vladivostok in- 
cluded about $1,500,000 worth of tin and 
$350,000 worth of wolframite. Other 
big shipments of tin, routed via the Per- 
sian Gulf, probably are destined also for 
the U. S. S. R. Chief Soviet interest so far 
has been in tin, wolframite and antimony, 
products made available by China for re- 
export at Hong Kong. A growing trade in 
Hong Kong's local products is expected 
to develop. 
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American factories are being sought by 
a mission from Haiti now in the U. S. 
What the Haitians want are plants set up 
and run by Americans to process the 


Mercoid Sensatherm 


USE MERCOID CONTROLS 
FOR COMPLETE AUTOMATIC 
HEAT SATISFACTION 


Mercoid Controls were introduced when 
domestic automatic oi/ burners and coal 
stokers were at their infancy. The engi- 
neering personnel of The Mercoid Cor- 
poration have been pioneers, dating 
back a quarter of a century in the devel- 
opment of automatic controls 


In selecting automatic heating equip- 
ment, your best assurance for complete 
satisfaction is in knowing your controls, 
and the more you know about the con- 
trols, the more you will insist upon 
Mercoid, the only 100% mercury switch 
equipped control line on the market. 


MERCURY SWITCHES ASSURE 
ADDED PROTECTION 


A mercury switch is admittedly a more 
desirable electrical switch mechanism 
for automatic controls. A comparative 
glance shows a big difference in actual 
value. 


Mercoid mercury switches are hermet- 
ically sealed, making them immune to 
dust, dirt or corrosion. There can be no 
open arcing, pitting or sticking of the 
contacting surfaces. 


MERCOID SENSATHERM 


Thousands of home owners are enjoy- 
ing the proven accuracy and year after 
year of dependability of this notable 
room thermostat in maintaining. uni- 
form room temperature without encoun- 
tering unnecessary service expense. 


The cover of the Sensatherm has a 
delightful appearance with its perma- 
nent champagne Alumilite finish. Time 
will not destroy its lustre. 


THE MERCOID CORPORATION 
4201 BELMONT AVE., CHICAGO 41, ILLINOIS 











country’s agricultural products. Several 
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BUSINESS IN MOTION 








Io or Colleague on nae Patties. 


At a meeting of the National Tool & 
Die Manufacturers’ Association an 
interesting discussion developed be- 
tween two groups, one representative 
of tool users, the other of tool pro- 
ducers. I feel it is worth mentioning 
here because of the conclusion that 
came from it. 


After a lengthy and frank discus- 
sion the consensus was that both pro- 
ducer and user of tools would be better 
off, would give and get greater satis- 
faction, if each took the other into 
complete confidence. 


parallel with the axis of extrusion. 
Obviously, unless a supplier knows 
the end use, he is unable to know 
whether he should just go on filling 
orders for, sav round rod, or recom- 
mend the use of special shapes. When 
he has full information he frequently 
is able to point out that the part can 
be made from an extrusion with a con- 
siderable reduction in both machine 
work and scrap. The result of such 
close collaboration is increased pro- 
duction, or lower costs, or better per- 
formance, or all three. 





That means that the 
buyer should reveal 
what the tools are to 
be used for, and the 
maker should then be 
able to present quota- 
tions including engi- 
neering documentation 





of fitness for the work. 





Here at Revere noth- 
ing gives us greater 
pleasure than to sit 
down and discuss not 
merely an order, but 
the end use. In a great 
many cases we have 
been able to make fruit- 





ful suggestions when 





Such a plan protects both sides, and 
may at times produce unusual bene- 
fits, as every supplier knows who has 
had the privilege of working closely 
with customers. 


Numerous examples of this prin- 
ciple at work in the metal business 
will be found in the increasing use of 
extruded shapes. These come in long 
lengths with most of the design details 
already formed, the only limitation 
being that all such details must be 
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our knowledge of our 
metals has been supplemented by 
definite and detailed information as to 
our customers’ actual needs. 


This is true not only of Revere, but 
of practically all suppliers in every 
industry. So I suggest that whether 
you buy raw materials, or mill prod- 
ucts, or finished or semi-finished parts, 
you give your sources of supply the 
opportunity to inform’ themselves 
fully on end uses. The results of such 
collaboration may be really surprising. 


fe ee ee atlare 
Ss 


President 
REVERE COPPER AND BRASS INCORPORATED 
Founded by Paul Revere in 180] 


Executive Offices: 
230 Park Avenue, New York 17, N. Y. 





U. S. firms have shown an interest in es- 
tablishing facilities and providing capital 
for their operation. 


o oO 90 


Norway's fish and paper, the Scandi- 
navian country’s chief products, now are 
being shipped abroad in close to prewar 
quantities. In 1946, 280,000 tons of 
paper products, including 87,000 tons of 
newsprint, were sold overseas for about 
$53,200,000. That business is somewhat 
below 1938 levels in quantity, but way 
ahead in value. Fish exports in 1946 
totaled 260,000 tons, a figure equal to 
prewar, and brought Norway about $50.- 
600,000. Salt herring has replaced fresh 
fish as the biggest single item in fish sales. 
Shipments of wood pulp and cellulose. 
on the other hand, amount to only a third 
of 1938 figures. 


o 0o 0 


Brazil's purchases of British pounds 
are to be halted in order to stem mone- 
tary inflation in the Latin-American re- 
public. Brazil's balance of $260,000,000 
in sterling in London has been of little 
use in buying British goods. The South 
American country cannot get delivery. 
As a result, Brazil now intends to buy 
from the U.S. and other countries and 
cannot afford to increase her blocked 
sterling balance. 


oo 90 


A U.S. tax on travel to other conti- 
nents has expired. Americans now may go 
to Europe, Asia, Australia, Africa and 
South America for the price of the air or 
steamship fare alone. The 15 per cent 
excise levy remains for trips to other 
countries in North and Central America. 


oo 0 


A ban on American moving pictures is 
included in Sweden’s emergency restric- 
tions on imports. In order to check in- 
lation, which has developed in part 
from Sweden's extensive credits to other 
countries and is accompanied by a short- 
age of U. S. dollars, the purchase of many 
luxury items abroad now is forbidden. 
Sweden's moving-picture industry, which 
depends on imports of raw film from 
America, may find U.S. exporters re- 
luctant to supply raw film while the ban 
on processed film remains. 


o 0 90 


Russian newsreels and feature films are 
to be shown in the U.S. via television 
as a result of an arrangement between 
an American radio and television company 
and the Soviet Government. 


o 90 °0O 


International telephone and telegraph 
service for Germans has been restored in 
the U.S. and British zones. Calls may be 
made by German civilians to any country 
except Japan and Spain. 
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DESIRE FOR GERMAN REPARATIONS 
SOFTENS RUSSIAN RETORT TO U.S. 


Despite world-wide rivalry between 
two countries, mutual concessions 
are beginning to appear possible 


Reported from MOSCOW 
and WASHINGTON 


There is less room for maneuver, 
more emphasis on caution, in the Mos- 
cow Conference of the Big Four. Due to 
U. S. initiative in supporting Greece and 
Turkey, the United States and Russia 
now stand face to face, from the Baltic 
across the Dardanelles to the Yellow Sea. 

Neither the U.S. nor Russia can 
reach much farther beyond their present 
spheres of interest without colliding 
dangerously with the other's interests. 

Russia is aware that her relations 
with the U.S. have reached a new and 
delicate phase. Russia’s initial retort to 
the new U.S. policy in the Mediter- 
ranean seemed blunt to many Americans, 
but actually, by Russia’s usual standards, 
it was conciliatory. 

“Public comments in the Soviet press 
have been remarkably restrained in view 
of the bitter replies made previously to 
much less forceful American actions,” re- 
ports Robert Kleiman, staff correspondent 
of World Report in Moscow. 

“The Kremlin unquestionably resents 
fiercely President Truman’s speech asking 
aid for Greece and Turkey. This was 
indicated by Andrei Vishinsky, Deputy 
Foreign Minister, in a remark to corre- 
spondents at a reception given by Molotov. 

“Asked if he were coming to New 
York for the meeting of the United 
Nations Assembly next September, Vish- 
insky replied with a wink through his 
thick-lensed glasses that he might not 
be admitted to the U.N. for, ‘you know 
we are an aggressive nation. 

“But the Politburo is not going to let 
such resentment interfere with its main 
objective at the Moscow Conference.” 
@ New elements have been added to the 
Conference of Foreign Ministers. 

The place chosen for the meeting 
seems to serve the U.S. rather than 
Russia. Soviet delegates no longer can 


claim long delays for answers to their 
questions. Foreign Minister Vyacheslav 
Molotov can consult Joseph Stalin, or the 
whole Politburo if he likes, by motoring 
over to the Kremlin in a few minutes. 
The Russians also seem eager to prove 
that conferences in Moscow are better 
than those in other capitals. 

The concept of the conflict before the 
ministers also is changing. 

Molotov is becoming aware that Sec- 
retary of State Marshall’s statements, if 
closely studied, clearly define the bound- 
aries of the area within which the U. S. 
will permit bargaining. 

The Americans also are shifting their 
pre-Moscow conception of Russia's posi- 
tion. Kleiman continues: 

“Most members of the U. S. delegation 
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SYMBOL OF SPLIT WORLD? 
Strict protocol at Moscow’s airport 


were convinced when they arrived at 
Moscow that the primary aim of the 
Soviet leaders was to absorb Germany into 
the Russian orbit. Now they are changing 
their minds, are beginning to believe that 
Russia's primary aim is reparations. 

“American delegates are having a close 
look at Russia’s economic difficulties on 
the streets of Moscow. They also have 
heard Molotov’s revealing admission that 
public opinion in Russia and the needs 
of reconstruction have forced the Soviet 
leaders to speed the taking of reparations 
from their zone of Germany. 

“The Americans now are convinced 
that they can, in the words of one of 
Marshall's top advisers, “buy a lot’ in Rus- 
sian concessions in Germany, both politi- 
cal and economic. But to buy, the U. S. 
must be willing to pay. 

“The question is whether U.S. dele- 
gates can afford to offer enough increases 
in reparations to get Russian concessions. 
All Americans at Moscow are aware that 
the U.S. Congress is reluctant to in- 
crease the burden on U.S. taxvayers.” 

The American taxpayer's dollar and 
Russia's need for capital goods, raw ma- 
terials and credit are bobbing up as im- 
portant elements in negotiations in all 
regions where threre is conflict between 
U S and Russian views. 

@ The area of conflict is narrowing. As 
a result, the contest in each area is the 
more intense. 

Germany now is the scene of a U. S.- 
British experiment in federation. Ernest 
Bevin, Britain’s Foreign Secretary, backed 
by Marshall, favors a loose confederation 
of states under a central government, thus 
enabling the combined U. S.-British zones 
to take their place in a self-supporting 
Germany. 

Molotov, who has protested against the 
fusion of the U. S.-British zones, wants a 
strongly centralized Germany. Within her 
zone, Russia has experimented in drawing 
reparations out of both capital equipment 
and current production. But the materials 
thus obtained are not enough; Russia 
wants more—which can come only with 
U. S.-British consent. 

Austria can become a liberated state 
only when the U.S. and Russia agree 
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U.S. AND RUSSIA—CHEST TO CHEST on a definition of “German assets.” Rus- 
sia holds property which the Austrians 
claim is German only by seizure after 
the Anschluss of 1938. Chances of an 
Austrian settlement were increased when 
Molotov agreed to allow the Austrians 
to send delegates to state their case at 
Moscow. 

ne ) Hungary, where a non-Communist 
on. — party is clinging precariously to power, 
ee “ts won in free elections, while Communist- 
controlled police are arresting its mem- 
bers, still is a zone of conflict. Within 
15 days, Russia rejected two notes of 
protest from the U. S. 

The Balkans, once a field for maneu- 
vering between the powers, now are 
sharply divided. U.S. protests have not 
halted Russia's methodical organization 
of Albania, Yugoslavia and Bulgaria into 
satellite states. Russia’s protests of “im- 

: See, = ee ~=—Sperialism” have failed to block the United 
—Press Association International 


: ; States from supporting Greece and 
IN GERMANY U.S. troops guard checkpoint on U. S.-Russian zonal boundary, ne woe 


ape es ' Turkey. 
while in Dresden a famili , Russian ’ , , 
e in Dresden a familiar image dominates Russian occupation headquarters In the East, the area of conflict re- 


mains a divided China. There, both the 
U.S. and Russia are watching as Chiang 
Kai-shek’s Government strives to crush 
its Communist rivals. The U.S. is with- 
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@ The issues between the U.S. and 
Russia, although evident throughout the 
world, have their deepest roots in Ger- 
many. American. delegates to Moscow 
now see more hope of reaching an over- 
all agreement with Russia as the result 
of a Russian about-face on Germany. 
Marshal Vasili Sokolowsky, Military 
Governor of the Soviet zone of Germany, 
once said that “to leave Germany with 
9,000,000 tons of steel per year would 
mean war within a few years.” That was 


- 


ne 


| — . nadine when Russia was trying to hammer down 
IN THE BALKANS the wings of the U. S. Navy are poised before the hills of the level of industry that the Big Four 
Greece, while in Belgrade Communist supporters hail their unchallenged rule. S¢* for Germany. 
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But at Moscow, Molotov has _pro- 
posed that Germany’s level of steel pro- 
duction, now set at 5,800,000 tons a 
year, be lifted to 10,000,000 or 12,000,- 
000 tons, if this is necessary to give 
Russia the $10,000,000,000 worth of 
reparations she is asking. 

Possible key to the peace thus may 
prove to be the question of reparations. 
Currently, the United States may be will- 
ing to let Russia take about $3,000,- 
000,000 in reparations from Germany 
over a 10-year period. Americans may 
also agree to some reparations for Rus- 
sia out of current production in the West- 
ern zones, provided Russian concessions 
are worth the price. 

Such compromises are not to come 
swiftly. With the U.S. and Russia no 
longer oceans apart, but face to face, 
caution is the watchword for both. But 
—Acme any progress toward compromise at Mos- 


IN THE ORIENT U.S. troops occupy Japan as exponents of democracy, while | cow may be counted as time gained for 
Communists in China listen to Mao Tse-tung preach an antithetic Socaion. peace. | 
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TRUMAN MOVE REVIVES 
GREEKS’ CONFIDENCE 


Mere prospect of financial help 
produces mild recovery. Liberal 
leaders gaining additional strength 


Reported from 
. ATHENS 


A mild boom already is rising in 
Greece. The mere prospect of U.S. help 
is restoring business confidence. 

The result is a strengthening of 
Greek economy, a move toward the polit- 
ical center from the extremes, and more 
optimism for the future than Greece has 
known in years. Chances of U. S. success 
in Greece thus have increased. 

The job which the U. S. is undertaking 
in Greece, nevertheless, is to be long and 
difficult. 

There are no signs that Russia will sur- 

render her stake in Greece overnight. 
The U.S. State Department has informa- 
tion indicating that there are between 
75,000 and 200,000 Communists in 
Greece. The Greek Army, backed by 
U.S. money, will have to fight to crush 
guerrilla bands that refuse amnesty. 
@ Signs of confidence of Greeks in the 
future of Greece, however, are showing 
up all along the line. John W. Mowinckel, 
staff correspondent of World Report, says 
in a dispatch from Athens: 

“Gold, once sold to bulwark a wobbly 
drachma, now is being bought. Gold sales 
by the Bank of Greece were heavy 
through March 11. On March 12, when 
President Truman asked Congress for 
$400,000,000 to support Greece and 
Turkey, the Bank stopped selling gold. 
Now the Bank is a buyer. 

“Hoarders are loosening up on their 
stores. U.S. dollar bills, bought at 8,000 
drachmas before the President's speech 
with few sellers, now are being offered 
at 7,600 drachmas with few buyers. 

“Security prices have risen about 5 
per cent on the Athens Stock Exchange. 
Rail shares are up 50 per cent, probably 
because all reconstruction plans for 
Greece call for immediate aid to the 
railroads. 

“Food prices have stopped rising. Peas- 
ants and storekeepers are unloading goods 
previously held as a hedge against a 
crumbling drachma.” 


@ Signs of unity in politics are growing 
out of the enthusiasm with which most 
Greeks are receiving the prospect of 
U.S. support. The British complained 
that King George II and his governments 
seldom took the advice of British eco- 
nomic experts sent to Greece. With U. S. 
prestige high, Greek politicians will 
think twice before rejecting U.S. advice. 

Liberal parties in Greece appear to be 
gaining strength at the expense of ex- 
tremes on both sides, such as the re- 
actionary “X Organization” on the right 
and the Communists on the left. Mon- 
archists control only 181 of the 354 seats 
in Parliament. Liberal groups, if they 
unite, may force new elections. 

Liberal leadership, now held by 87- 
year-old Themistocles Sophoulis, is con- 
tested by younger men, notably Sopho- 
cles Venizelos, son of the founder of the 
republic of 1924, and George Papan- 
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Party Leader Themistocles Sophoulis 


LIBERAL STOCK WAS UP 


—— 


dreou, chiet of the Social Democrats. A 
new government, headed by moderates, 
might unite all factions except the Com- 
munists. : 

@ “The Greek Government's plans to 
put U.S. dollars to work start with a 
military clean-up of guerrilla activity,” 
Mowinckel says. “Officials, from the King 
down, feel that reconstruction cannot 
begin until the civil war is ended. They 
say bridges can be built only when there 
are no more guerrillas to blow them up 
again. 

“Transport is to get the first of the 
dollars after the country is quiet. 

“Tax exemption for Greek capitalists 
who invest in reconstruction is probable 

“Tourist dollars are to be attracted to 
Greece to help recovery. 

“Greek businessmen agree that it will 
be fine to have U.S. dollars, but they 
emphasize the need for swift and efficient 
execution of U.S. plans for Greece if the 
dollars are not to be wasted. Many 
Greeks feel that dollars will substitute in 
part for the refusal of the powers to grant 
Greece the full amount of reparations she 
demanded from Italy, Germany and 
Bulgaria.” 
| Duration of the initial wave of con- 
fidence in Greece's future depends in part 
on how the U.S. spends its dollars for 
Greece. Greek Communists, now a dwin- 
dling minority, insist that U.S. dollars 
will do no more than British pounds 
toward putting Greece back on her feet. 
But most Greeks, aware that their coun- 
try has avoided disaster only by a narrow 
margin, appear anxious to co-operate 
with U.S. plans, for peace and recovery. 
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Party Heir Sophocles Venizelos 
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CHINA’S FATE RESTS 
IN HER OWN HANDS 


Situation there is regarded by U.S. 
as differing from that in Greece. Aid 
unlikely unless Russia intervenes 


Reported from NANKING 
and WASHINGTON 


The United States is to apply its 
power overseas only where there is a 
clear and present danger of successful 
aggression by Communists. 

This means U. S. action in Greece 
and Turkey, as soon as Congress permits. 
It does not necessarily mean any new 
action in China, unless Russia intervenes 
on the side of the Chinese Communists. 

U.S. ends in China and in Greece 
are the same, but the means to achieve 
those ends, and the timing, differ widely. 
When added up, the differences loom 
larger than the similarities. Action in sup- 
port of U.S. policy abroad, as a result, 
is to vary with the situation in each 
trouble spot. 

This is the outlook for U.S. moves 
abroad. It is a prospect that emerges 
from the debate now under way in Con- 
gress, from the private as well as the 
public remarks of high officers of the 
Government, and from the facts that 
have piled up with respect to China and 
Greece. 

@ In Washington, some congressmen see 
glaring inconsistencies in U.S. policies 
toward the Far East and toward the 
Mediterranean. They ask why the Tru- 
man Administration “embraces” Com- 
munists in China yet proposes to “fight” 
them in Greece. A shift in policy is urged, 
toward all-out support of Chiang Kai- 
shek in his open war on the Chinese 
Communists. 

@ In Nanking, the supporters of Chiang 
rejoice at the capture of Yenan by 
Nationalist troops and applaud American 
moves against Communist pressure in 
Greece and Turkey. There is new hope 
in Kuomintang circles that U.S. aid to 
Athens will be followed by renewed and 
generous help to Chiang’s Government. 

But under the surface in Nanking, fear 
is beginning to outrun hope. Victory at 
Yenan, though it wipes out the symbolic 
capital of Communist China, leaves 
Chiang’s forces dangerously extended. 
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Economic distress and collapse are now 
so far advanced elsewhere in China that 
the amount of aid required might seem 
out of the question even to the U.S. 

The fact is, radios Frank Rounds, Jr., 
staff correspondent for World Report in 
Nanking: “Chiang’s China is showing 
dangerous signs of crumbling away piece 
by piece. 

“Though overshadowed by the civil 
war in the North, and by the economic 
chaos in the coastal cities, new develop- 
ments on the outer edges of the nation 
are equally significant. 

“There is rebellion in Formosa. There 
are outbreaks in Hainan. Rumors persist 
of out-and-out : ‘ion in the Kwang- 
tung-Kwangsi area. There are uprisings 
in Yunnan, mutterings in Szechwan, and 
open revolts along the Sinkiang fron- 
tiers. Altogether, two thirds of China’s 
perimeter is smoldering or aflame. The 
Generalissimo is forced to send more 
and more troops away from the heart 
of China, at the risk of weakening the 
home front.” 

So, China could use more U.S. aid, 
to patch up a shattered economy and to 
finance a military drive to the finish 
against Communists. But before U. S. 
Secretary of State George C. Marshall 
recommends more help for Chiang, he is 
likely to put the Greek and the Chinese 
situations side by side, to see where they 
are alike and where they differ. 

@ Similarities in the two problems seem 
impressive to some U.S. congressmen. 

Help from America is requested off- 
cially both by the Chinese Government 
of Chiang Kai-shek and by the Greek 
Government of George II. The U.S. is 
the only democratic power in a posi- 
tion to help. 

Strategically, it is assumed to be as 
much to the interest of the United States 
to stop aggression by a third power in 
China as in Greece. 

Civil war keeps both areas in turmoil. 


Greece and China: 
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Communists lead the rebellion in both 
countries. And Communist organizations 
everywhere, Undersecretary of State Dean 
Acheson implied in testimony before a 
congressional committee, take their in- 
structions from Moscow. Thus China, as 
much as Greece, comes within the U. S. 
policy of checking totalitarian aggression. 

Economic chaos is common to both 
countries; in both it is beyond the stage 
of self-help in the immediate future. 

Government, in the two countries, has 

chalked up a record that to U.S. ob- 
servers is a dismal story of inefficiency, 
corruption and resistance to reform. 
@ Differences between Greece and 
China, however, seem to President Tru- 
man’s advisers to be more impressive 
than the similarities. 

In size, as in population, the contrast 
between Greece and China is overwhelm- 
ing. The accompanying map illustrates 
that in one case the U. S. is dealing with 
a small peninsula, smaller than many an 
American State; in the other, with an 
area and population vastly larger than 
those of the entire U. S. 

Economic problems are critical to the 
point of explosion in both Greece and 
China, but there is one overriding differ- 
ence. Eighty-five per cent of China's 
millions live on the land, relatively self- 
sufficient. Economic crisis, to Chiang’s 
Government, means financial and com- 
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mercial trouble in the cities. In Greece, 
on the other hand, most of the country 
lives or dies on imports. But, as things 
stand, Athens has only $14,000,000 avail- 
able for essential imports, against mini- 
mum needs for the year of $217,000,000. 

Aid to Greece, even with Turkey 
thrown in, appears to U.S. officials as 
a more manageable proposition than 
pouring more millions of dollars into 
China just now. The Greek economy is 
in bad shape, but presumably can be put 
on its feet without an endless drain on 
the U.S. Treasury. A total of $670,000,- 
000 for Greece covers both what has 
been spent and what is proposed. The 
$3,000,000,000 total for China, though it 
includes the $500,000,000 loan not yet 
turned over to Chiang, looks like a tiny 
drop in a vast Chinese bucket. 

Russian help to Communists in Greece 
and China also seems to have varied 
significantly. U.S. observers are con- 
vinced that the Greek guerrillas are, in 
large part, armed, trained and inspired 
by Soviet agents operating across the 
border in Yugoslavia, Albania and Bul- 
garia. Apparent aim is to put Com- 
munists in control of the Greek Gov- 
ernment, and so to increase Russian 
pressure on the Dardanelles and the 
Eastern Mediterranean. 

Russian aid to Chinese Communists, 
by comparison, has been slight. American 
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officials report little beyond moral and 
propaganda support from Moscow. What- 
ever the reason, Russia up to now has 
not been relying on Chinese Communists 
to carry out her policy toward China. 

Communist success, for all these rea- 
sons, appears nearer in Greece than in 
China. Chiang Kai-shek is having his 
troubles, but so are the Communists. A 
retreat from Yenan is not likely to bring 
new recruits to their side. And they have 
been 20 years acquiring the 2,000,000 
adherents credited to them. 

In Greece, the story is very different. 

Acheson assures Congress that in the 
absence of U.S. aid the Greek economy 
will collapse, leaving the Greek Govern- 
ment unable to preserve order. An armed 
minority of Communists then could seize 
control and subject the country to totali- 
tarian rule. 
@ The U.S. is to act in a situation like 
that existing in Greece. U.S. resources 
are to go abroad whenever these con- 
ditions obtain: 

When American officials are convinced 
there is a clear and present danger that 
a Communist minority is in a position to 
seize control of a country; 

When the country in question is of 
strategic concern to the United States; 

When there is a reasonable chance 
that American aid can in fact save a 
threatened people from totalitarian rule; 
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And provided the calls on U.S. re- 
sources are of a size and a kind that will 
not. overstrain the American economy 
itself. 

As President Truman sees it, the situa- 
tions in Greece and Turkey meet these 
conditions. The situation in China, at the 
present time, meets some but not all of 
the requirements. 

@ A change in China nevertheless could 
make it difficult for the U.S. to stick to 
its present policy of watchful waiting. 

Communist control of all China is too 
remote a possibility to be considered, in 
the judgment of most observers. 

Soviet intervention on the side of the 
retreating Communists is more of a possi- 
bility, but even this is not anticipated by 
the U.S. State Department. While Mos- 
cow could use U.S. aid to Greece as 
justification for Soviet aid to Chinese 
Communists, the result might only be all- 
out aid to Chiang by the U. S. Sooner or 
later, this path would lead to war. 

Most probable is a combination of in- 
ternal dissension and an economic crash 
that will end in the fall of Chiang and 
his Government. The question of what 
will happen then is worrying the Chinese 
Government now. What Nanking hopes 
is that U.S. fears of a leaderless China, 
with Russia next door, will reopen the 
floodgates of American aid while there 
still is time. 
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WASHINGTON PUSHES 
RECOVERY OF JAPAN 


Reopening of trade and conclusion 
of a peace treaty are objectives. 
Reparations deadlock to be broken 


A new U.S. policy for Japan is 
beginning to take shape. The objective is 
to speed up economic recovery and the 
conclusion of a Pacific peace treaty. Al- 
ready there are indications that Allied 
peace negotiations may get started before 
the end of 1947. 

A major step in this direction is 
the decision of the U.S. State Depart- 
ment to take the mitiative in the contro- 
versy over Japanese reparations. The long 
existent deadlock in the Far Eastern 
Commission is to be broken by instruc- 
tions from the U.S. to General of the 
Army Douglas MacArthur to go ahead 
with the partial allocation of factories and 
equipment among the nations which 
helped defeat Japan. 

Under consideration also are plans for 
improving Japan’s economic position. 
Loans are in prospect as well as the re- 
sumption of private trading and admis- 
sion of U.S. businessmen to Japan. 

General MacArthur's appeal for an 
early Japanese peace is serving to put 
Japan’s plight in the world limelight. It 
is not the cause of the shift in U. S. policy, 
however. Washington is pushing the 
preparatory work for the Pacific peace 
conference, but if the European treaties 
offer any yardstick, there is not much 
hope of concluding a formal peace with 
Japan before 1949. Therefore, the official 
attitude is that steps first should be taken 
for reviving Japan’s economy, such as 
now is being done in the U. S.-British 
zones of Germany. 

@) Softer reparations, as advocated by 
MacArthur, appear to be in line with the 
new U.S. policy for Japan. What the 
U.S. wants is a_ self-sufficient Japan 
which will not continue to -be a drain 
on American taxpayers, and this will not 
be possible unless she is permitted to 
retain a substantial share of her indus- 
trial potential. 

The reparations deadlock in the Far 
Eastern Commission has not been over 
the extent of what Japan must pay but 
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the refusal of Russia to include the Jap- 
anese assets she moved from Manchuria 
as part of the reparations pool. Now 
about 20 per cent of the assets originally 
considered for reparations are to be 
handed over by General MacArthur to 
claimant nations. 

MacArthur contends Japan already has 
paid heavily through the loss of her 
Overseas investments and control of raw 
materials from Manchuria, Formosa and 
Korea. He favors retention of sufficient 
industries to rebuild her production to 
a point where exports can finance the 
purchase of necessary raw materials as 
well as sufficient food to maintain a nor- 
mal standard of living. 

@ Economic relief is expected to be 
emphasized in the future, but only if the 
Japanese agree to do their share toward 
increasing production, combating infla- 
tion and correcting other economic ails. 

Private trading by the Japanese with 
overseas firms probably will be permitted 
within the next three to six months. 

U.S. businessmen are expected to be 
allowed to enter Japan soon, possibly by 
summer, with the number limited as, they 
now are in Germany. 

Private loans for réviving Japan’s 
economy are in prospect. U.S. Ambas- 
sador George Atcheson Jr.,. after his 
recent trip to Washington, announced in 
Tokyo that American businessmen are 
ready to invest in Japanese enterprises. 

Joseph Fromm, World Report staff 
correspondent, says in a wireless dispatch 
from Tokyo that President Truman’s ad- 
dress on international policy prompted 
the Japanese Government to sound out 
the U.S. about immediate loans “to con- 
vert Japan into a base against commu- 
nism.” Less than 24 hours after the 
speech, says Fromm, the powerful news- 
paper Mainichi said editorially: “We 
may have to appeal to the U.S. for aid 
as Greece and Turkey have done.” 

@ The Japanese treaty long has been 
under consideration by the U.S. State 
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GENERAL MacARTHUR 
He signaled for more speed 


Department, but now there is to be a gen- 
eral speeding up of the preparatory work. 
There has been no change, however, in 
the policy set forth by former Secretary 
of State Byrnes that the European treaties 
are to be concluded before the Confer- 
ence of Foreign Ministers formally takes 
up a Japanese peace pact. 

The treaty negotiations must be ini- 
tiated through agreement of the foreign 
ministers of the U.S. Soviet Union, 
United Kingdom, China and _ possibly 
France. Next step still is undetermined 
since there is a possibility that the foreign 
ministers may call on the Far Eastern 
Commission to do much of the detailed 
work. A special directive will be required, 
however, since the Commission now is 
barred from making “territorial adjust- 
ments.” 

The Japanese foreign office has been 
working for months over the draft of a 
proposed treaty which it hopes to submit 
to the peace conference. One of the 
proposals calls for Japan’s retention of 
the Ryukyu Islands but allowing the 
U. S. to retain military bases on Okinawa. 
Japan also hopes to dissuade the U. S. 
from establishing permanent military 
bases in Japan and will appeal to the 
Allies to return the Kurile Islands which 
Russia got for joining in the Pacific war. 

United Nations control of Japan fol- 
lowing conclusion of a peace treaty, as 
advocated by MacArthur, is considered 
in U.S. War Department and State De- 
partment circles as a premature pro- 
posal. They consider the pumping of 
money into Japan as the key to economic 
recovery and are doubtful whether pri- 
vate loans would be risked to a Japan 
under U.N. control. 

@ The present outlook, therefore, is 
that economic recovery is to be empha- 
sized, with the military occupation of 
Japan continuing for at least two or three 
more years. Then, for the next three to 
five years, Japan is to be under a U.S. 
high commissioner who may have a token 
military force at his disposal. The final 
goal of U.S. policy is a treaty providing 
four-power control of Japan for 25 years. 
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WORLD CALLS FOR AID 
FROM U.S. TECHNICIANS 


Many American experts already are 
helping nations abroad raise living 
standards and more are being sought 


Technical experts are becoming a 
big export of the U. S. An important part 
of the projected program to aid Greece 
and Turkey is for technical assistance and 
the loan of experts from the U.S. Govy- 
ernment, 

American specialists already are 
at work in nearly every area in the world, 
helping local governments devise ways 
to raise living standards and improve con- 
ditions of health, nutrition and education. 

If the U. S. continues its present policy 

of checking the spread of communism by 
giving economic support in key areas, 
the demand for U.S. experts is to in- 
crease still more. The boom in civilian 
specialists is apart from military tech- 
nicians assigned to special missions. 
@ In Greece, the kind and number of 
experts from the U. S. that will be needed 
are to be largely indicated in the recom- 
mendations of the economic mission 
headed by Paul Porter that has spent the 
last several months in Greece. 

Engineers of various kinds are needed 
to help put Greece’s transportation sys- 
tem back in running order. Highways 
have gone to pieces in the last six years. 
Greek railroads were almost completely 
knocked out during the war. Ports and 
port equipment must be repaired and re- 
placed before exports and imports can 
move again. Fishing fleets must be re- 
built. Engineers are to be sent from the 
U.S. to help with all these phases of 
reconstruction, once the Greek program 
goes into operation. 

Economic experts will be sent to help 
Greece set up and operate controls over 
exports and imports and world currencies. 
Greece now has no real controls over her 
economy. Drastic measures will have to 
be taken by the Greek Government to 
stabilize the nation’s currency. Monetary 
specialists from the U.S. will advise on 
what steps to take. 

Taxation, the budget system and Gov- 
ernment expenditures, all might have to 
be overhauled. To help with the job, the 


U.S. might send men from the U.S. 
Bureau of Internal Revenue, from the 
Budget Bureau and from the Treasury 
Department. These men would have to 
study the present fiscal system of Greece, 
probably suggest new laws, and then 
supervise the administrative machinery. 
Agricultural experts will be lent by the 
U.S. Department of Agriculture to help 
the Greeks become as nearly self-suffi- 
cient in food as possible. 
@ In Turkey, the accent is to be on 
building up the country’s military 
strength. 
e Transportation is one of the weakest 
links in the Turkish economy. The Gov- 
ernment would like to have engineers 
from the U.S. help modernize Turkish 
railroads, highways and ocean shipping. 
An American engineering firm already is 
helping Turkey develop airports. 
Mining in Turkey also would benefit 
from U.S. technical assistance, under 
President Truman’s aid program. 
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@ Everywhere that a job of develop- 
ment is to be done, American experts are 
in great demand right now. 

Syria and Lebanon want U. S. experts, 
especially to help modernize their archaic 
agriculture. Neither country, however, 
can afford to pay enough to attract many 
good men. 

Iraq wants assistance in restoring the 
Tigris-Euphrates basin to its ancient fer- 
tility. The area at one time supported 30,- 
000,000 persons. Now it sustains only 
5,000,000. 

Iran has an 1]1-man team of U. S. engi- 
neers making a survey of how the country 
can best use its resources to raise living 
standards. American advisers are influ- 
ential in the Iranian Army, gendarmerie 
and Finance Ministry. An American, Dr. 
Bennet Avery, special adviser to the Iran- 
ian Ministry of Health, has started to 
improve health. 

Saudi Arabia already has 1,500 Ameri- 
cans working there for a single U.S. 
petroleum company. Still more are to 
arrive this year. 

China has more than 30 U.S. firms 
engaged in industrial rehabilitation. 

India is recruiting 66 experts from the 
United States to help overhaul her back- 
ward economy. 

Afghanistan wants 31 teachers from 

the U.S. She also wants 20 American 
technicians for her Ministry of Public 
Works. 
@ The boom in experts means U.S. 
technical men are to enjoy a sellers’ 
market for their services. It also means 
that U.S. technical methods are to be- 
come standard in many areas now on the 
threshold of development. 
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TECHNICIAN IN CHINA—World demand for U.S. “knowhow” 
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GERMANY’S ABILITY TO COME BACK 
FACES ITS FIRST MAJOR TEST 


Combined U. S.-British zones must 
make up two months of production 
lost during winter to meet export goal 


Reported from 
BERLIN 


The U. S.-British program for eco- 
nomic recovery of a unified Western Ger- 
many now is to meet its real test, after a 
disastrous winter that put industrial pro- 
duction at least two months behind 
schedule. 

A program for the industria) come- 
back of Germany has been submitted to 
the U.S. by former President Herbert 
Hoover after a survey of Germany and 
Austria. To start Germany going, he 
recommends the immediate reopening of 
all plants in the Anglo-American zone 
that can produce nonmilitary goods. 

The test in the weeks ahead will show 
whether German administration, with 


warm weather, can develop industrial - 


output fast enough to fulfill the 1947 
target of $350,000,000 in exports from 
the U. S.-British zones. Success or failure 
will have a direct influence on future costs 
of occupation. 
q| The progress of economic integration 
of the British-American zones becomes 
important now since that merger has been 
attacked by the Russians at the Moscow 
Conference of the Big Four Foreign Min- 
isters. Conclusive results of the merger 
will not be apparent before late this 
summer. Before sizable exports can be 
made from Western Germany, stockpiles 
of coal at factories must be built up and 
railways and heavy-industry machinery 
repaired. This will take several months. 
“An atmosphere of optimism is appar- 
ent among British and American super- 
visors of the merger program,” reports 
Thomas F. Hawkins, staff correspond- 
ent for World Report in Berlin. “But that 
feeling of optimism is not so prevalent 
among Germans who are working out dif- 
ficult organizational points of the merger. 
“One American estimate is that, with 
reasonable progress, the German export 
figure can reach an annual rate of $500,- 
000,000 by the end of this year. But the 
whole thing is a touch-and-go program 
that easily can be upset.” 
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@ Three obstacles, added to the worst 
winter in generations, have handicapped 
the economic revival of a merged Western 
Germany so far. These obstacles pinch 
at the roots of industrial progress. 

Coal production in the Ruhr is the es- 
sential pulse of the economic life of the 
combined zones. Production is rising— 
now averaging 211,000 tons daily for 
hard coal against 183,000 tons in October 
—but it still is 30 per cent short of the 
300,000-ton daily target set for 1947. 
Prospects are considered good for reach- 


ing the production goal set of 275,000 


tons a day, set for July 1. 

Transportation is the real bottleneck. 
Coal is not moving from the mines as rap- 
idly as it should. Stockpiles are increasing 
at the rate of 40,000 tons a day and now 
exceed 1,500,000 tons. The stockpiles are 
growing simply because the coal cannot 
be moved. 

More than 500 scheduled trains stood 
idle in mid-February in the two zones. 
They were stalled by the lack of oper- 
ating coal, usable engines or adequate 
crews. About 300 scheduled trains now 
stand idle. The result is that, despite top 
priority for movement of food, coal and 
military shipments, there is a dislocation 
of food supplies to the Ruhr, and of 
fuel to Berlin, Hamburg and elsewhere. 

Transport will improve with the re- 
opening of the inland waterways in the 
spring. But large stocks of coal and steel 
for repair work must go to the railroads 
before permanent improvement can be 
assured. Floods, caused by the sudden 
thaw of the winter’s snowfalls, mean dan- 
gers and difficulties for bridges and track- 
age as well as factories on river banks. 

Steel is third of the difficulties hob- 
bling bi-zonal production. Steel output is 
close to a standstill. Ingot steel produc- 
tion in the British zone in December 
was 177,000 tons, down 30,000 tons from 
November. January production fell off an 
estimated 50 per cent more. Output of 


steel ingots, rolled products and pig 
iron in the British zone has dropped stead- 
ily since August, and there is virtually no 
steel production in the American zone. 
@ Strangled production is the price the 
two zones have had to pay for the diffi- 
culties in basic materials and service. 
Improvement depends upon coal and 
upon the repair of essential equipment. 
Materials needed in smelting plants are 
long overdue from the French zone, 
under an interzonal trade agreement. 

Factory slowdowns in both zones dur- 
ing the winter tell the story of what 
winter and shortages have done to the 
program to make Germany a going con- 
cern, with export-import trade in balance 
by 1949. Throughout both zones industry 
is struggling to keep alive. 

Production of small automobiles in 
the British zone stopped on January 1. 

One camera works shut down for six 
weeks, opened up for one week, then 
closed down again. The only plant in 
the U.S. zone producing optical glass 
shut down on December 1. 

Most plywood mills are closed in the 
U.S. zone. The woodworking industry is 
down to 20 per cent of capacity. Timber 
production is down and timber exports fell 
off 50 per cent in December. Lack of tim- 
ber prevents repair of a British zone plant 
for producing synthetic acids for soap. 
Production cannot begin before April. 

Textile mills in the British zone got 
only a 24,300-ton coal allotment in Jan- 
uary against an average consumption of 
54,000 tons monthly. Textile mills in the 
U.S. zone are operating on a hand-to- 
mouth basis. 

@ German exports, despite these ob- 
stacles, totaled about $10,000,000 cash 
during one of the worst winter months. 
This was accomplished however, by scrap- 
ing the bottom of the barrel for stocks on 
hand, rather than from new production. 

Sales for the two-week period that 
ended February 5 amounted to about 
$743,000 in the U.S. zone. Twelve mil- 
lion yards of cloth, made from American 
cotton, was sold to the Belgian Congo. 

Export contracts during two winter 
months amounted to $4,750,514 for both 
zones—$2,623,235 for U.S. production 
and $2,227,279 for British. An additional 
$1,278,079 in contracts is pending in the 
U.S. zone, awaiting signature. 
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@ Raw materials are not arriving in any 

sizable quantity as yet. Beyond steel and 
coal, Germany needs glass, glue, resin, 
machinery parts and pulp, among other 
things. 

One German estimate is that, to meet 
the bi-zonal export program for this year, 
import requirements will total $400,000,- 
000 of pit props, iron ore, aluminum and 
other metals, fertilizers, rubber, cotton, 
wool, gasoline and Diesel oils, plus food 
imports of about $600,000,000. 

Lack of food is an ever-present prob- 
lem in the plans to get industrial Ger- 
many going. The Germans believe the low 
food ration is the biggest reason for slow 
development of the bi-zonal plan. 

Germans contend that, if food rations 
could be boosted to 2,000 calories, 
production for export would increase 
immediately. German inability to pay, 
however, makes it unlikely that a general 
increase will come soon. Better collec- 
tions from farms and better use of the 
land may provide small increases. 

Lack of man power is another diff- 
culty, particularly disturbing to coal pro- 
duction in the Ruhr. Target for the U. S. 
zone is to supply 50,000 new workers by 
July 1, but so far only 1,000 a week are 
being recruited. It still is highly uncer- 
tain whether enough miners can be re- 
cruited to increase measurably the output 
of the Ruhr mines any time soon. 
€@ Actual results from bi-zonal operation 
of Western Germany probably will not 
begin to show in large exports before the 
end of the third quarter of this year. Be- 
cause of the winter and other handicaps, 
it is unlikely that industry can catch up 
on production before the beginning of 
July or August. Reporting on the bi-zonal 
operations so far, and the future outlook, 
Correspondent Hawkins says: 

“The two zones are two months behind 
in reaching the production hoped for. 
‘They have lost production instead of gain- 
ing. January was one of the lowest pro- 
duction months. 

“The picture is a black one. A lag 
probably would have occurred, even had 
the winter been mild, since the German 
administration was just getting under 
way. The _ bitter winter, however, 
brought the lag down close to the point 
of disaster. But an upturn is seen for 
spring as German administration im- 
proves with experience. 
€] “Looking ahead, the lag of at least 
two months in production must be made 
up if the 1947 targets for production and 
exports are to be attained. This can be 
done only if the railways are repaired, 
coal production continues to climb, steel 
plants are repaired and put in production, 
raw materials arrive steadily, and there is 
no active or passive resistance on the 
part of German workers. 

“This means the real results of joint 
operation of the U.S. and British zones 
will not begin to show up until 1947 is 
turning the corner into the next winter.” 





WEAK LINKS IN GERMAN EXPORT CHAIN 
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INLAND WATERWAYS, ARTERIES TO CARRY THE FLOW OF EXPORTS 
Ice blocked the rivers; lack of engines, crews and fuel stalled the trains 
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MINES OF THE RUHR, ESSENTIAL PULSE OF ECONOMIC LIFE 
Production must rise an additional 90,000 tons a day from present rates 
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FACTORY MACHINES, GEARS TO DRIVE THE PRODUCTIVE PLANT 
Production fell when essential machinery could not be repaired and replaced 
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AMERICAN TRADE FINDS 
BOOM MARKET IN CUBA 


Republic is expected to rise from 
11th to 4th place as an importer. 
Canada, Mexico may buy less in ’47 


The sale of goods by the U.S. to 
her three nearest neighbors is likely to 
go above $2,400,000,000 this year. 

The three, Canada, Cuba and 
Mexico, have varying market prospects. 
The biggest increase in sales above 1946 
will be in Cuba. Mexico may not be able 
to buy as much as in 1946, and Canada 
will buy no more than she did last year. 

The three customers together took 23 
per cent of U.S. exports in 1946. This 
year, their percentage share may be 
slightly smaller because total U.S. ex- 
ports are expected to rise sharply. But 
Canada will continue to be the No. 1 
customer of the U.S. in 1947. Cuba will 
climb into the No. 4 position and Mexico 
will slip down, probably to fifth place 
among the buyers of U.S. products. 

@ Canada is in a temporary squeeze. 
Currently, her big export surplus is not 
yielding sufficient U.S. dollars to pay 
for imports from the U. S. When all earn- 
ings of sterling and other currencies 
can be converted into U.S. dollars, the 
squeeze will be over. Meanwhile, Cana- 
dian imports from the U. S. may level off. 

Normally, in prewar days, Canada im- 
ported more from the U.S. than she ex- 
ported. The difference she paid for from 
the proceeds of her sales to other coun- 
tries, particularly Britain. 

But, in 1946, while Canada still had 
a heavy deficit in her trade with the 
U.S., a large part of her sales overseas 
was on credit and a further portion was 
paid for in currencies not freely converti- 
ble into U.S. dollars. Thus, Canada 
dipped deep into her reserves of U. S. 
dollars, built up during the war, to bal- 
ance cash accounts with the U.S. 

This required about $500,000,000 in 
1946 and reduced Canadian holdings of 
U.S. dollars by a third. 

€anadian credits still outstanding total 
about $1,000,000,000. This means that, 
again in 1947, Canada will have to pour 
out cash dollars to pay off her trade 
deficit with the U.S. The prospect of 
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such a continued drain worries Canadian 
officials. 

The U.S. dollar position of Canada 
can be eased in several ways. Britain 
could use U. S. dollars obtained from the 
U.S. loan to pay for her Canadian pur- 
chases. 

If sterling arising from current trans- 
actions becomes freely convertible into 
other currencies after July 15, as stipu- 
lated in the British-U. S. loan agree- 
ment, Canada will be able to convert all 
sterling receipts into U. S. dollars. Britain 
already has taken a step in this direction. 

Canadian exports to the U. S. will con- 
tinue to provide Canada with her surest 
source of dollars. 

Last year, these exports amounted to 
$882,000,000. This year, it is expected 
that exports to the U.S. may reach a 
higher level, in line with prospects for 
higher prices and well-maintained busi- 
ness in the U. S. 

But other current transactions with 
Canada probably will result in little net 
movement of U.S. dollars. Thus, Cana- 
dian sales of newly mined gold and in- 
come from tourist trade approximately 
will balance off Canadian payments on 
U.S. investments and for freight, insur- 
ance, etc. 

Canadian imports from the U.S. last 
year totaled $1,442,000,000. 

This level of buying in the U.S. may 
be repeated in 1947, if sterling becomes 
freely convertible after July 15. Even if 
this does not happen, Canadian imports 
from the U.S. may stay close to the 
1946 level. But, to do this, another huge 
drain on U.S. dollar holdings will be 
necessary. 

Most essential imports from the U. S. 
will continue to be food products, cotton, 
coal, chemicals, petroleum products, 
which cannot easily be bought elsewhere. 

Other big imports will be iron and 
steel products, including sheet steel, pipe 
and fittings, tractors, agricultural ma- 
chinery, mining machinery, construction 


equipment, automobiles and trucks, their 
engines and parts and a host of other in- 
dustrial products. These items are needed 
if Canada is to keep up her exports to 
other countries. 

High prices in the U.S. may scare off 
some Canadian buying of U.S. textiles 
and capital equipment that can be 
deferred. 

Prospects, thus, are for a continued 
good market for U.S. goods in Canada. 
But the exchange situation troubles trade 
experts in both countries. A solution de- 
pends on whether arrangements can be 
made so that Canada’s big export surplus 
in world trade will yield liquid funds 
@ Cuba, in eleventh place as a market 
for U.S. goods in 1946, is expected to 
jump to fourth place this year, behind 
Canada, Britain and France. 

Cuban demand for U.S. goods is 
enormous. This year, the chief limiting 
factor on sales of U.S. goods to Cuban 
customers will be deliveries. Certainly. 
the Cubans will have the means to buy 
almost anything offered. 

The supply of dollars available to 
Cubans will be larger than in any year 
since the short-lived boom of 1920 

Sugar prospects are the main reason for 
this forecast. Cuba in 1946 sold about 
3,775,000 tons of sugar to the U.S. at 
an average price of 4.2 cents a pound. 
The dollar take thus was $315,000,000. 
Part of this sugar was bought by the 
U.S. Commodity Credit Corporation for 
other countries, but the Cubans received 
dollars for all of it. 

This vear, Cuba’s sugar crop is larger 
and prices are higher. The U.S. will 
buy, for herself and others, at least 4,750. 
000 tons at a price that will average more 
than 5 cents a pound. Even at 5 cents. 
sugar sales to the U.S. will bring in 
$475,000,000 at a minimum. Sales of 
molasses and industrial alcohol will bring 
in another $35,000,000. 

Other Cuban products, such as tobacco, 
fresh and canned fruits and vegetables, 
also are expected to be sold in larger 
quantities and at higher prices in the 
U.S. this year than in 1946, unless labor 
troubles in Cuba intervene. 

It looks now as if exports for dollars 
from Cuba this year will amount to about 
$600,000,000, compared with an esti- 
mated $450.C00.000 in 1946. 

Tourist spending in Cuba by U. S. citi- 
zens also is exp: cted to climb this vear 
Net tourist spending may reach $25,000,- 
000, a third more than in 1946. 

Gold and dollar holdings of Cuba pro- 
vide another possible source of dollars, 
if more should be needed. These holdings 
on Sept. 30, 1946, amounted to $372,- 
000,000, having risen 17 per cent since 








NEIGHBORS AS MARKETS FOR U.S. GOODS 


Numbers indicate relative position in U.S. export trade 
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the end of 1945. They could be drawn 
down somewhat to relieve inflationary 
pressure in Cuba. 

Judging from dollar supplies resulting 
from exports and tourist trade alone, the 
potential market for U.S. goods in Cuba 
this year will run well above $600,000,- 
000. This is more than twice the actual 
sales of 1946, when the U.S. sold 
$272,000,000 worth of goods to Cuba. 

Cuban imports from the U.S. will be 
of the highest importance to the Cubans. 

Food items head the list. For several 
ot the staples on the Cuban diet, the 
U.S. is, at present, by far the most im- 
portant source. For example, this year 
the Cubans are allocated 200,000 tons 
of U.S. rice. They expect to be able to 
buy only 25,000 tons from other sources. 
Lard and canned goods will be other 
big imports from the U. S. 

Textiles from the U.S. are needed 
badly. The Cubans hope to be able to 
buy more U.S. cotton and rayon goods 
than they could last year. 

Machinery for the sugar mills and for 
the farm, construction materials, such as 
steel, cement and wire, and automobiles, 
tires, radios, domestic appliances, tin- 
plate, pharmaceuticals and chemicals 
will be other major imports. 

The big Cuban market is a will-o-the- 
wisp. After a splurge this year and next, 
Cuban buying is likely to fall off as sugar 
prices decline. This will happen in 1949 
or 1950. Thus, Cuba faces a short boom. 
@ Mexico may lose ground as an export 
market for U.S. goods in 1947. Chances 
now are that this year Cuba will sup- 
plant Mexico as the fourth biggest mar- 


ket of the U.S. 
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Difficulty is that Mexico is gradually 
running out of dollars. Imports from the 
U.S. have outstripped exports in each 
of the last three years. The deficit has not 
been made up by U.S. tourist spending 
or by U.S. investments in Mexico. To 
bridge the gap, Mexico's gold and dollar 
holdings, built up during early part of 
the war, have been drawn upon. Last 
year, the drain amounted to approxi- 
mately $100,000,000. Only about $300,- 
000,000 is left. 

Mexico cannot afford a long continua- 
tion of this dollar drain. 

Exports to the U. S. in 1946 amounted 
to $233,000,000. This year, high prices 
for agricultural products and metals and 
minerals probably wil: push exports to 
the U.S. up around $°50,000,000. 

Other sources of dollars are net tourist 
expenditures which may come to $80,- 
000,000 this year and direct investments 
by U.S. companies or enterprisers in 
Mexican plants. Such investments have 
been relatively small in recent years. They 
were only about $10,000,000 in 1946. 

Mexico may be able to scrape together 
$350,000,000 from these sources in 1947. 
But a tenth of this will have to be paid 
back in dividends and earnings on U. S. 
investments and security holdings in 
Mexico. 

That leaves about $315,000,000 with 
which to buy U.S. goods. Last year, 
U.S. exports to Mexico were about 
$500,000,000. It appears that, if dollar 
reserves of Mexico are not to be drawn 
upon heavily or if a loan cannot be nego- 
tiated, imports from the U. S. will fall off. 

Demand for U.S. products in Mexico 
is heavy. 


Machinery and vehicles accounted for 
the largest proportion—40 per cent—of 
Mexican imports from the U.S. in 1946 
and will continue to do so this year. Im- 
portant in this group are tractors, trucks, 
mining machinery, office appliances, elec- 
trical appliances and railroad equipment. 

The Six-Year Plan, announced by Pres- 
ident Miguel Aleman, is to cost about 
$640,000,000. It involves extensive proj- 
ects for irrigation, electrification, ferti- 
lizer production, improvement of harbors 
and railroads. 

Most of the equipment for these proj- 
ects will be bought in the United States. 
But big buying of this nature may de- 
pend on consummation of a loan with 
the U.S. Export-Import Bank or the 
World Bank. 

Meanwhile, consumer goods, such as 
wheat, corn, alarm clocks, refrigerators, 
photographic film and some pharmaceu- 
ticals, will be bought in the U.S. But 
fewer textiles and steel products and 
less cement will be purchased than be- 
fore the war. 

Protectionism for infant Mexican in- 
dustries, such as textiles, chemicals, steel, 
and movies, is gaining ground. Also, 
President Aleman is promoting a “Buy 
Mexican” campaign to cut down imports 
as much as possible. 

Mexico has a better balanced economy 
than before the war, but still is heavily 
dependent on U.S. imports. However, 
until Mexico can regain her export sur- 
plus of prewar years and until world 
currencies become freely convertible, she 
will be unable to buy as many U.S. 
products as she would like, unless the 
U.S. sees to it that she gets big loans. 
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FOOD AND CREDITS TIE 
BOLIVIA TO ARGENTINA 


Trade agreement follows pattern 
of economic deal with Chile. 
Peru next on Peron’s program 


Reported from LA PAZ, BUENOS 
AIRES and WASHINGTON 


President Juan D. Perén’s Admin- 
istration, following the pattern it set in 
its trade agreement with Chile, is making 
deals that promise to draw Bolivia and 
Peru closely into the economic orbit of 
Argentina. 

Using food and credits as induce- 
ments, the Argentine Government'’s sales- 
men closed a contract with Bolivia that 
will go into effect as soon as the Congress 
at La-Paz ratifies it. Negotiations are in 
progress for a similar deal with Peru. 

Argentina thus is to be assured of 
nearby markets for part of her products 
when the day of farm surpluses returns. 
She is to get, also, supplies of commodi- 
ties needed for her industries under 
Peron’s Five-Year Plan. 

Both Bolivia and Peru are old custom- 
ers of Argentina, for their economies 
complement those of the Argentine. But 
the new agreements are to broaden and 
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Jose Luis Bustamente, President of Peru 
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increase the volume of trade. Some U. S. 
officials see in the Bolivian pact a move 
by Argentina to deal in Bolivian tin at a 
profit and a maneuver by Bolivia to force 
up the price paid by the U.S. 
@ Bolivia is expected to go along in the 
deal with Argentina because it gives her 
a $62,500,000 line of credit and strength- 
ens her prospects for food and markets. 
She leans heavily on Argentina for food, 
but she has not been able always to get it. 

Food promised by Argentina includes 
60,000 tons of wheat annually, plus lard, 
meat and other staples. She also agrees 
to furnish cattle, hogs, fowls, mules, 
cotton, tanning extract and chemicals. 

Bolivian products that Argentina agrees 
to buy are metals, minerals, coca leaves, 
hides, lumber, petroleum, quinine and 
rubber. 

Tin clauses in the agreement are 
worrying U.S. officials. World supplies 


EYING THE ARGENTINE — : 





—Black Star 
Enrique Hertzog, President of Bolivia 


of tin are short. About half of Bolivia's 
tin goes to Britain. The other half has 
been coming to the U.S. Last year, the 
U.S. paid 67 cents a pound for it. But 
Bolivia suspended shipments to the U. S. 
at the end of the year and asked for 76 
cents. The U.S. balked, and negotiators 
for the two countries still are far apart. 

Now Bolivia agrees to furnish Argen- 
tina 8,000 tons annually for five years 
from the mines of small and medium 
producers. The price is 76 cents. Bolivia 
promises also to furnish an additional 
12,000 tons in the next five years from 
sources whose marketing is not now un- 
der Government control. 

The U.S. has enough tin in sight to 
keep its smelters going for a while, but 
soon will need Bolivian tin, including the 
8,000 tons pledged to Argentina. Ar- 
gentina has no tin smelters, and her needs 
are only a fraction of 8,000 tons. Argen- 
tina therefore may attempt to resell 
Bolivian tin at a profit. And the price 
paid by Argentina may force up the price 
paid by the U.S. 

Credits offered by Argentina are a 
strong lure. For Bolivia, trying to lift 
herself out of a feudal economy subject 
to whims of the tin market, wants to 
diversify her agriculture and to develop 
varied mineral resources. 

Argentina makes a revolving credit of 

$12,500,000 available for five years. She 
promises $25,000,000 to be used by an 
Argentine-Bolivian corporation in devel- 
oping Bolivian resources needed by Ar- 
gentina. And she is to buy $50,000,000 
worth of Bolivian bonds, proceeds of 
which are to be used in building roads, 
railways, irrigation works and _ agricul- 
tural projects. 
@ Peru wants $30,000,000 to develop 
her coal resources, build industries and 
improve transport facilities. She cannot 
get it from the Export-Import Bank be- 
cause she is in default on bonds owned 
by U.S. investors. | 

Credits probably are being offered to 
Peru by Argentina. 

Goods to be furnished by Peru will in- 

clude sugar, cotton, petroleum, coal and 
metals. Argentina will agree to deliver 
fixed amounts of wheat, lard, butter, 
dairy cattle, meat, hides and tires. 
@ In Chile, the trade agreement signed 
with Argentina three months ago has 
had hard sledding, but the Congress 
probably will ratify it soon. 

Bolivia’s Congress is expected to ap- 
prove the Argentine deal. Peru is ex- 
pected to yield to the lure of Argentine 
credits. 

Perén thus has good prospects of suc- 
cess in his drive to build an economic 
bloc in South America. 
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HOW MILITARY MISSION 
WILL WORK IN GREECE 


American officers will advise Army, 
Navy and Air Force, using methods 
long established in Latin America 


Reported from ATHENS 
and WASHINGTON 


The U. S. is to use an old method 
to carry out a new policy of supporting 
free governments threatened with Com- 
munist domination. The American pro- 
gram of military assistance to Greece is 
along well-established lines. 

Plans now being worked out by 
the State, War and Navy departments 
center around a military mission—a small 
group of specialists, similar to advisory 
groups sent for many years to Latin- 
American countries and during and after 
the war to many other parts of the world. 
Combat troops are not involved. 

track of the military mission is the basic 

idea that, to be free, Greece must be able 
to maintain law and order within her 
borders and to protect those borders from 
attack by other countries. The job of 
the U.S. mission will be to show Greece 
how best to establish national security 
with American equipment. 
@ How a military mission works and 
what it may be expected to accomplish 
can be seen in U.S. experience in other 
countries. 

An invitation to the U. S. Government 
is the first step. No military mission is 
sent without a specific request. The Greek 
Government has asked for a U. S. mission. 

A contract then is drawn up between 
the war or navy ministry of the govern- 
ment concerned and the U.S. War or 
Navy department. Under the contract, 
members of the mission normally are paid 
for their services by both governments. 

The size of the mission varies accord- 
ing to its job. At present, for example, 
the United States mission in China in- 
cludes more than 1,000 officers and men; 
the military mission in Iran has less than 
40 members. 

The organization of the group also de- 
pends on its task. It may include staff 
and administrative personnel if a job of 
reorganization is involved. Ordnance, 
communications, motor transport and 
aviation specialists may be sent. Usually 


line officers—naval, ground and air—are 
sent along as advisers and instructors. 

The effect of the mission may well be 
greater than its assigned job. Iran, for 
example, wanted a U. S. mission six years 
ago to ensure the arrival of military equip- 
ment from the U.S. in a period of tight 
supply. Actually, that small mission in 
Iran now has become an important sym- 
bol of American friendship and support. 
@ The job in Greece is to overcome an 
armed rebellion by organized bands of 
Communists in the mountains along the 
northern frontier. From Athens, World 
Report's staff correspondent, John W. 
Mowinckel, cables: 

“The rebels number about 13,000. 
They are organized in groups throughout 
Macedonia, north of a general line run- 
ning from the juncture of the Greek, 
Albanian and Yugoslav frontiers south- 
east to Mt. Olympus on the sea. They 
are believed to be in radio communica- 
tion with headquarters both within and 
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outside of Greece. Their supply lines 
are well organized, irregular and fre- 
quently changed. Rebel activity consists 
chiefly of raids against mountain villages. 

“The Greek Army first split up and 
garrisoned villages, where it fell easy 
prey to swift rebel attacks. Now a co- 
ordinated offensive is planned. Greek 
officers say that, if the frontiers were 
secured so that no more supplies could 
be run in from other countries, the rebels 
could be cleaned up in a month.” 

The U.S. plans to do two things to 
help the Greek Army end the civil war 
and secure the northern frontier. 

Modern equipment, worth more than 
$150,000,000, is to be sent to Greece in 
the next two years. Aside from rations 
and uniforms, emphasis will be put 
on communications and _ transportation 
equipment and light automatic weapons. 
Instead of dissipating its man power, 
the Greek Army is to be enabled to rely 
on speed, mobility and striking power. 

Tactical skill in the use of American 
arms and equipment is to be taught the 
Greek Army by the U. S. military mission. 
Ground, air and naval personnel will 
teach the lessons learned in World War 
II. The value of air and sea lanes of ap- 
proach, communications and supply will 
be explained. Between 200 and 300 of- 
ficers and men will be sent to Greece 
to see that U.S. supplies are received 
and properly used. Two British missions 
for military training and police adminis- 
tration will remain and will work along- 
side U.S. advisers. 

The pattern of U.S. aid to Greece is 
to be repeated with variations in Turkey, 
and perhaps elsewhere when the national 
security of a free nation seems threatened. 
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ROMANIA ON VERGE 
OF ECONOMIC CRASH 


Communist-dominated country is 
proving to be the weakest link in 
Russia’s chain of satellite nations 


Communist-led Romania is turn- 
ing out to be the weakest link in Russia’s 
chain of border states in Eastern Europe. 

The Balkan Kingdom is on the 
threshold of economic disaster. Drought 
in northern provinces has reduced peas- 
ants to eating seed corn and grass. Com- 
munist reforms have failed to increase 
farm or factory output. Reparations, the 
price of Romania’s wartime alliance with 
Germany, are draining off to Russia most 
of what the country can produce. Infla- 
tion is wiping out money values as fast 
as presses can print currency. 

Short of food, fuel and machinery, the 

Government now is turning to the United 
States for supplies to keep Romania 
going. 
@ Romania’s decline from the days in 
l1y41 when her troops helped Germany 
garrison Odessa is the fruit of an alliance 
with Germany, Russian occupation and 
bad weather. 
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Famine exists in the northern p1ovinces 
of Moldavia and Bucovina after two sum- 
mers of drought. 

Normally, Romania exports grain, but 
the last corn crop was only 28 per cent 
of average and the wheat harvest 63 per 
cent. For the first time in history, a 
stricken area in Romania was unable to 
draw food from surplus areas. 

Other countries have helped out. Russia 
returned a small part of the grain she had 
taken away as reparations. Yugoslavia 
and Hungary sent small shipments. At 
President Truman’s direction, the Red 
Cross is distributing 7,000 tons of Ameri- 
can food in Moldavia. Romania hopes to 
buy 400,000 tons of grain from the 
U.S. In payment, she will pledge part of 
her gold holdings and pay later out of 
proceeds from oil and timber exports. 

A critical problem will remain, how- 
ever, in spite of this assistance. Not 
enough acreage has been planted to win- 
ter wheat, and valuable seed corn has 
been eaten as food. 

Land reforms that backfired have 
helped cut food output. 

To win peasant support, the Govern- 
ment distributed 3,300,000 acres of large 
estates among 870,500 small farmers. 
The reform measure upset farming meth- 
ods. The smaller plots and the general 
dislocation caused by breaking up the 
big estates resulted in less seed being 
planted than normally. 

Shortages of all kinds have aggravated 
this situation. Fertilizer, draft animals, 
tools and transportation, all are scarce 
as a result of the war. Romanian farm 
output is at the lowest point in modern 
history. 

Oil production is steadily declining for 
lack of new developments. 

Oil output is at the rate of 25,920,000 
barrels a year, compared to a prewar 
level of more than 45,000,000 barrels. 
Russian removals, lack of equipment and 
a drop in exploration contribute to this 
decline. An improvement is not likely 








FACED WITH A DYING ECONOMY — 


until Romania can get new equipment. 
This can be bought only with dollars and 
other Western currencies that Romania 
lacks. 

Russia takes about 75 per cent of Ro- 
manian oil production as reparations. The 
domestically owned companies are now 
operated by a joint Soviet-Romanian oil 
concern that takes orders from the Rus- 
sians. Oil companies owned by American, 
British and French capital are required 
to sell oil on terms set by Romania. 
They are operating at a loss. 

A fuel shortage has been the inevitable 
result. 

There is not enough oil left for Ro- 
mania to maintain train schedules, elec- 
tric power, and heat for Romanian 
homes. Timber cuttings, a prime natural 
resource of the country, also are far be- 
low normal. Lumberjacks cannot get 
enough to eat in the remote forest coun- 
try. Passenger service on railways has 
been cut 50 per cent. 

Industry is in the doldrums. 

The iron, steel and coal industries need 
$4,000,000 of imported materials to re- 
habilitate, the chemical industry requires 
$550,000, the electrical industry $440,- 
000, the lumber industry $190,000, the 
foodstuffs industry $189,000 and the 
leather industry $82,000. None of this 
money is in sight. Industrial activity gen- 
erally is about 70 per cent of prewar 
levels. The only bright spot is cotton tex- 
tile production. This is kept up by 
converting Russian cotton into cloth, most 
of which is shipped lack as clothing for 
Russians. 

Russian removals of plants, equipment 
and other resources are draining the 
country s economy. 

The $300,000,000 in reparations al- 
lotted to Russia in the peace treaty are 
figured at 1938 prices. U.S. officials 
estimate that Russia has taken out of the 
country goods worth more than $1,000,- 
000,000 at today’s prices. 
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In addition to reparations, Russia has 
drained Romania by taking war booty, 
by requisitioning for occupation troops 
who now number about 200,000, and by 
private looting in the first months of the 
occupation. 

Trade with other countries is small and 
earns little currency that can be used 
outside the Soviet area of Europe. 

Russia takes about 85 per cent of 
Romania's exports, but the country’s 
total commercial trade abroad is only 
13 per cent of its prewar value. Total 
exports to the U.S. last year amounted 
to only $100,000. Under a_new trade 
agreement with Russia, Romania will 
send Russia $15,000,000 worth of oil, 
timber and other products in return for 
$25,000,000 worth of Soviet cotton, ma- 
chinery and other goods. Russia will give 
Romania four years to pay off the $10,- 
000,000 difference. 

Inflation is rapidly making all these 
other troubles worse. 


One dollar before the war brought 137 . 


lei. Today one dollar buys about 330,000 
lei. Currency notes in circulation in- 
creased from 1,200,000,000,000 lei at 
the end of 1945 to 5,600,000,000,000 
lei at the end of 1946, and still are rising 
at the rate of 20,000,000,000 lei daily. 
Prices of commodities are mounting even 
faster than the amount of paper money 
in circulation. In one month last year 
living costs rose 20 per cent. 

@ Firm Communist control of the Gov- 
ernment keeps this situation from erupt- 
ing into outright revolt. 

A Communist-led bloc of parties domi- 
nates the Government. In last year’s 
elections, which the U.S. and Britain 
contend were not democratic, the Com- 
munist bloc won 348 seats in the legis- 
lature and the opposition 35. 

, The Premier, Petru Groza, heading a 
minor party that collaborates with the 
Russians, is directed by Communist ad- 
visers. Groza, a successful businessman 
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before the war, began working with the 
Communists as soon as the Russian Army 
moved into Romania in 1944. 

The real power in the country is a 
Communist triumvirate: Anna Pauker, 
Vassili Luca and Emil Badnaras, all three 
trained in Moscow. The Communists do 
not hold the Premiership, but they control 
other key posts: Interior, Communica- 
tions, Justice, Economic Reconstruction 
and Vice Governor of the National Bank. 

The opposition parties find themselves 
up against such obstacles that they have 
refused to take their seats in the legisla- 
ture. Juliu Maniu, aging head of the 
Peasant Party, and Dinu Bratianu, of the 
Liberal Party, have the support of the 
U.S. and Britain. The Western powers, 
believing that these opposition parties 
would command the support of most Ro- 
manians in free elections, insisted that 
they be represented in the Cabinet. Since 
the November elections, however, the op- 
position finds it harder than ever to 
make its voice heard in the Government. 
The Communists declare that 300 oppo- 
sition leaders are under arrest. 

King Michael retains great popularity 
in the country. Demonstrations last 
Christmas in front of the Royal Palace 
were evidence that many Romanians be- 
lieve the young King is serving his coun- 
trv’s interests by not abdicating his 
throne. 

@ Pure communism on Russian lines has 

not yet been tried in Romania. The 
people fear, however, that their Govern- 
ment may use more extreme methods if 
economic conditions do not improve. 

Collective farming is a possibility hang- 
ing over Romanian peasants. The low 
output of Romanian farms after the land 
reforms may be used by the Commu- 
nists as an argument for wiping out pri- 
vate ownership of land. 

Nationalization of industry is another 
extreme measure that may be tried. So 
far only the Bank has been nationalized, 


but a Government bill to organize all 
large industries into Government-run 
cartels has been circulated in the capital, 
although not yet introduced in the legis- 
lature. The measure would give the Gov- 
ernment power to control production, 
prices, distribution, raw materials and 
every other phase of industry. A fear 
that industry will be nationalized with- 
out payment to the owners helps to 
weaken public confidence. 

@ Remedies for Romania's situation are 
being sought by the various groups that 
seek control of the country. 

The businessmen hope for American 
help and expanded trade with the West. 
Two wealthy Romanian industrialists are 
in the U.S. trying to get financing for 
their plants. One was imprisoned while 
the Nazis were in Romania. The other 
formerly supported pro-Nazi groups and 
now contributes money to the Commu- 
nists. These men propose joint com- 
panies in which U. S. capital would con- 
trol 22 per cent, Russians another 22 
per cent and Romanians the remainder. 
So far they have found no takers among 
American bankers and businessmen. 

The peasants, by far a majority of the 
population, are preoccupied with getting 
enough food to stay alive. They are more 
interested in a full dinner pail than in 
rival ideologies. 

City workers are getting restive. The 
Government recently had to increase 
penalties for theft, absenteeism and cor- 
ruption in the railroad service. A Govern- 
ment statement, issued with the decree, 
said: “These measures were taken to pre- 
vent the interference of the trade unions 
in the company’s business and to allow 
the taking of adequate measures against 
irresponsible and anarchical elements 
harmful to the service.” 

The Communists may decide to try a 
stronger dose of communism in Romania 
if their present blend of old-style capital- 
ism and socialism does not help matters. 
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SOVIET UNION AND U.S. EMERGING 
AS CENTERS FOR UNIFYING ARMS 


British Empire and Latin America 
are falling into Washington’s sphere 
and Eastern Europe into Moscow’s 


Reported from WASHINGTON, 
LONDON and WARSAW 


A pattern of arms standardization 
around the world is beginning to harden 
just as the odds are lengthening against 
international control of armaments 
through the United Nations. 

Russia, in an economic agreement 
with Poland, is undertaking to supply the 
Polish armed forces with Soviet military 
equipment. 

Britain is providing France with 
the materiel for an air-borne division, and 
is accused by Moscow of trying to sew up 
the arms business in Belgium and the 
Netherlands as well. 

The United States, continuing a 
wartime practice, is endeavoring to 
standardize Anglo-American arms wher- 
ever possible and has laid the basis 
for extending this uniformity through- 
out Latin America, over into the Medi- 





terranean and on to the Far East and 
South Pacific. 

Arms left over from World War II 
are providing the basis for postwar 
standardization, as well as contributing 
heavily to current hostilities in Greece, 
Palestine, China and Indochina. Secret 
caches of such arms have fallen into the 
hands of extremists who now worry 
established governments in France, the 
Philippines and in a dozen other places. 
@) Shaping up are two systems of arms 
standardization and supply. with the 
United States at the center of one, 
Soviet Russia dominating the other. 
Boundaries of each system tend to 
follow the lines of political cleavage be- 
tween the Big Two. 

The Soviet system avowedly includes 
such neighbors as Poland and Yugoslavia. 


Ultimately, when Russian troops with- 
draw, it is expected that the military 
equipment of Hungary, Romania and 
Bulgaria will be tied closely to Soviet 
types and lines of supply. 

The U. S. system is taking shape as an 
Anglo-American pattern. 

American weapons, shipped in mass 
to the British Empire during the war, 
figure heavily in postwar inventories 
through the sale or transfer of war sur- 
pluses. In addition, as Anglo-American 
equipment is standardized, the British 
Empire is to be more and more depend- 
ent on American facilities for mass 
production. 

Effect of British sales of armaments to 
Western Europe, in consequence, is to tie 
this area closer to Anglo-American 
sources of supply. 

U.S. Lend-Lease and surplus sales 
since the end of the war already have 
laid the groundwork for an Anglo-Ameri- 
can system that circles the globe. Billions 
of dollars worth of American arms, air- 
craft and military equipment have been 
distributed, and much remains through- 
out the British Commonwealth, in Latin 
America with the exception of Argentina. 
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in Greece, Turkey and Iran in the Medi- 
terranean area, in China and the Philip- 
pines in the Orient. 

@ Actual standardization of arms, how- 
ever, is a slow process. Proposals to 
standardize the number of threads on 
gun bolts, for example, have been talked 
about by Britain and America for 40 
years. 

Current Anglo-American goals are 
therefore modest. Main hope is to in- 
crease standardization sufficiently to al- 
low certain parts to be interchangeable. 
In an emergency, then, a shortage in one 
country could be remedied quickly by 
equipment from the other. 

Of more importance, within the Rus- 
sian as well as in the U.S. sphere, is 
agreement on sources of supply. If Po- 
land’s military supplies now come from 
\ussia, or France's from Great Britain, 
future replacements may have to come 
from the same source. Once such a pat- 
tern of supply is established, the tend- 
ency is for it to continue. 


. @ Russia objects to these tendencies. 


Radio Moscow charges that the Anglo- 
Americans are lining up the rest of the 
world against the Soviet Union. 

For her part, Russia has admitted only 
to selling arms to Poland on credit. Out- 
siders are convinced, without hope of 
Soviet confirmation, that Russia controls 
supply lines to most of her neighbors, 
including the border guerrillas harassing 
Greece. 

As a source of supply, Moscow can 
draw on Russian stocks, munitions left 
over from U.S. Lend-Lease, and undis- 
closed quantities of German and Japa- 
nese materiel captured by the Soviet 
Army. About $7,000,000,000 in military 
Lend-Lease went to Russia from the 
United States during the war. Small 


shipments also went to Poland and Yugo- 
slavia. Altogether, stocks in Soviet 
hands are assumed to be ample enough 
to establish an effective system of arms 
supply. 

qj Great Britain is in effect extending 
the Anglo-American sphere by sales of 
surplus armament to Western Europe. 
Deals with Belgium and the Netherlands, 
suspected by Moscow but not reported in 
London, would re-establish a prewar pat- 
tern of supply. But it is the deal with 
France, publicly announced both in Paris 
and London, that has aroused the Rus- 
sians. 

The French, according to British off- 
cials, asked for help in equipping and 
training an air-borne division. So the 
British agreed to supply planes and 
equipment and sent officers along to help 
train the new French division. 

Moscow says this implies Anglo- 

French standardization of arms. Britain’s 
Ministry of National Defense first denied 
the Russian charge, but later a spokes- 
man for the British Foreign Office re- 
versed the London attitude. He said it 
could be taken for granted that some 
standardization was involved in the 
French deal, as in the Soviet-Polish 
agreement. He added that he saw noth- 
ing sinister in such standardization. 
@ The United States has become the 
center of a system of standardization and 
supply much more extensive than that of 
Russia. The British Empire is only one 
part of America’s far-flung pattern. 

The Anglo-American tie grows out of 
the close military collaboration of the 
English-speaking countries during the 
war, a relationship reinforced by ship- 
ments of $22,000,000,000 worth of mili- 
tary Lend-Lease from the U.S. to the 
British Empire. More than $5,000,000,- 
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000 worth of these supplies remained 
at the end of the war, to be sold to 
Britain at 11 cents on the dollar. Re- 
cently, 118,000 tons of ammunition left 
by American forces in England was 
turned over to the British Army to save 
the cost of shipping it back home. 

Greece and Turkey are now to come 
within the U.S. sphere, if and when 
Congress gives its approval for expendi- 
ture of $400,000,000, much of it for mili- 
tary supplies. 

Latin America is to be tied tighter to 
the U.S. as a source of supply once the 
inter-American military co-operation bill 
becomes law. Administration pressure 
to push the legislation through Congress 
is expected. Effect would be to increase 
U.S. military sales to Latin-American 
republics, through reduced prices, and to 
provide training missions to accompany 
the equipment. By means of Lend-Lease, 
the United States already has a $500,- 
000,000 investment in Latin-American 
armaments. 

In the Far East the Filipinos, the 
Dutch, the French, the Indians and the 
Chinese are armed in large part with 
American equipment. Military Lend- 
Lease to China alone amounted to 
$1,500,000,000 and made it possible for 
Chiang Kai-shek to equip 39 divisions 
with modern weapons. 

@ Ultimate extent of both the U.S. and 
the Soviet systems of military supply and 
standardization hinges on the success of 
the United Nations in controlling arms 
and establishing an international force. 
Until this force comes into being, na- 
tions all over the world are concerned 
with insuring their own security. To get 
the arms for such security, they now are 
turning either to Russia on the one side 
or to the U.S. and Britain on the other. 
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WORLD STRENGTH 
OF COMMUNISTS 


All the Communist Party members in the world could 
not elect a U.S. President. Figures released in London, 
at a congress of the British Communist Party, showed that 
Communist and other parties that “base themselves on 
Marxism” have 18,692,000 members scattered through 57 
countries. That total is 6,000,000 less than the vote cast for 
the winning candidate in the 1944 U.S. presidential 
election. 

The Worldgraph reproduces these figures on Communist 
Party strength. An added column shows the percentage of 
the total population of each country that its Communist 
Party membership represents. 

The figures bring into sharp relief a cardinal difference 
between Communist and democratic political organization. 
Russian Communists rigidly limit the size of their party, 
set an annual quota for the admission of new members. 
Thus, the one and all-powerful political party includes 
only 3 per cent of the country’s population. 

Under similar organization, Czechoslovakia’s 7 per cent 
of Communists is far in excess of the proportion needed 
to rule the country. A dozen other countries, including 
France and Italy, equal or exceed the Russian ratio of 
party strength. In general, this strength is highest in 
states neighboring Russia, falls off to one tenth of 1 per 
cent in Britain, one twentieth of 1 per cent in the U.S. 


% of Total % of Total 


Country ns A Population 


Part 
ae i SO Population 


6,000, 3% 


Country 


ea 


EUROPE 


NORTH AMERICA 


eseeeee 23,000 


Bulgaria —  ' :eoore . % 


Czechcslovakia... 
Denmark 
Finland....... isnleliiy pemeaid 
France a 300,000 
Germany 
Russian zone...1,576,000 
Western zones...350,000 


Luxembourg....... 
Netherlands 


Romania............- 
Slovakia............. 





ere | rare "3% 


24 e 


United States........... 74,000..... .05% 


CENTRAL AMERICA & 
CARIBBEAN 


Costa Rica Se lOO 
Se ey SC 


Puerto Rico........ pekbadete ON chess 
Dominican Rep...........2,00C 


SOUTH AMERICA 


Chile.. 
Colombia........... 
Ecuador 





Uruguay 
Venezuela.......... cuevessd te ccéuece GE Eb 
AUSTRALASIA 


Australia........... mee Sl 
New Zealand 2 O00....... 01 % 





AFRICA 
Eritrea OC..... 03% 


Copyright. 1947, bv *VYorld Report 








AFRICA 


yAele 


= 


U5... R. 


EUROPE 


9,913,500 


SOUTH AMER 


CENTRAL AMERICA 300,50 
AND CARIBBEAN 








OO Ne 


ee 


et 


é 





ch Lv Re 


Waseca) 


’ in 


he 


weer 


(What is life like in the Soviet 
Union? How do the people live? 
What do they think about, talk about, 
read? What effect has World War II 
and its aftermath had on their daily 
lives? Robert Kleiman, WORLD RE- 
PORT staff correspondent at the 
Conference of Foreign Ministers, has 
radioed this report on life in Moscow. 
Dispatches concerning the Confer- 
ence are free from censorship, but 
other dispatches from Moscow, such 
as Kleiman’s report, are submitted to 
the Soviet censors.) 


LTHOUGH nearly two years have 
A passed since V -J Day, World War II 
remains the dominant influence in the 
lives of Moscow’s 6,000,000 people. 

Soviet Russia’s capital city was not 
badly damaged by German bombing. 
Most of the external scars have been 
removed. Most of the damaged build- 
ings have been razed or rebuilt. But 
there’ are other scars not so easily erased 
—those in the hearts and minds and 
lives of the Russian people. 

Americans long resident here tell me 
there is hardly a man, woman or child 
in Moscow who has not lost someone 
dear to him or her. 

One Soviet schoolteacher I’ve met 
here, who comes from Leningrad, lost 
three brothers, her husband and _ her 
father during the war. The long and 
bitter siege of Leningrad, with the at- 
tendant starvation and hardship, made 
a permanent invalid of her mother, her 
sole remaining immediate relative. 

Before the war, the schoolteacher and 
her husband, a Soviet official, lived in a 
modern nine-room house with two 
baths, a garage and a flower garden. 

Although all land in Russia belongs 
to the state, there’s no limit to other 
kinds of property Soviet citizens can 
own for their personal use. The teacher 
and her husband, like many other Rus- 
sians, owned their own home and leased 
the land from the Government. 

She and her husband designed the 
house themselves after their marriage in 
the middle 30s. Into its construction 
and furnishings they put most of their 
Savings. 

Her home—as well as that of her 
father—was leveled by German shells. 
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HOW RUSSIANS LIVE 
IN THE SOVIET CAPITAL 


Today, caught up in Moscow’s critical 
housing shortage, she considers herself 
fortunate to have a single room 7 feet 
by 14 feet in the equivalent of a slum 
tenement. She shares her bathroom and 
kitchen with five other families. She 
considers herself fortunate because her 
room is 3 square yards larger than the 
8 square yards of living space allowed 
per person by law. 

The story of this Russian school- 
teacher is not unusual. You may find it 
repeated, with variatiens, among thou- 
sands of others in Moscow today. 


HEAVY LOSSES 


In the large region occupied by the 
Nazis—roughly a fifth the area of the 
United States—6,000,000 buildings and 
plants, two thirds of which were homes, 
were destroyed, leaving more than 
25,000,000 persons homeless. These 
losses affect the daily lives of Moscow’s 
citizens because people in the undam- 
aged areas must bear the brunt of feed- 
ing and rebuilding the devastated ter- 
ritories. A high percentage of the cur- 
rent output of goeds being produced 
is, consequently, being. diverted from 
consumers to reconstruction and indus- 
trial expansion. 

Under the Soviet’s Five-Year Plan, 
most of the damage done during the war 
to the thousands of homes, factories 
and plants is to be repaired by 1950—a 
staggering task. 

If the plan’s objective is achieved, 
Russia’s military and civilian industrial 
potential will be restored to the 1940 
level. 

A major question in the minds of 
Americans and Europeans here is 
whether this industrial capacity will be 
turned to arms production or to pro- 
duce the consumer goods needed by the 
Russian people. 

The same question is uppermost in 
the minds of the Russian people and 
provides an explanation of their interest 
in what happens in the meetings of the 
Big Four Foreign Ministers, now in 
progress, and major developments in 
international affairs. 

Most Muscovites turn first to the last 
page in their four-page daily newspapers 
as soon as they come off the presses. 


SS Se 


That is where international news is 
printed. Every word is read avidly. 

Although Moscow’s major daily news- 
papers—such as Pravda and Izvestia, 
which circulate throughout the country 
—print more than 3,000,000 copies a 
day, there are never enough to go 
around because of the Russians’ intense 
interest in the news. 

Copies of the major newspapers are 
pasted on the walls of buildings in 
many places here in Moscow and in 
other cities, Millions read their news 
standing up on snowy street corners 
rather than at breakfast or at tea. 

Their comments as they read give 
interesting insights into Soviet public 
opinion. For one thing, they reveal 
that “good news” to a Russian news- 
paper reader is primarily news indi- 
cating Allied agreement or co-operation 
on world problems. 

Reports of disagreements or disputes 
between Russia and the Western pow- 
ers invariably produce glum faces and 
mutterings of “ochen plotkho” (very 
bad). Just as newspaper readers do in 
a countries, Muscovites place the 
blame for such disputes on the other 
countries. 

Soviet news reports are not as objec- 
tive as those published in responsible 
American papers. Editoriul comment is 
injected freely into the news columns, 
and since it reflects the official viewpoint 
of the Soviet Government, it is basically 
the same in all newspapers. 

President Truman’s message on 
Greece and Turkey was published with 
some deletions and was widely dis- 
cussed by Muscovites. Most frequent 
comments about it I heard were “ugly,” 
“dishonest,” “imperialistic’—which par- 
alleled the criticisms made by Soviet 
editorial writers. 

Talks overheard on busses and the 
subway indicate that most Moscow 
newspaper readers do not believe Rus- 
sia has aggressive intentions toward 
Greece and Turkey. 

In the next breath, they will argue 
that Russia has as much right to bases 
in the Dardanelles as the United States 
has to control the Panama Canal, an- 
other view frequently expressed in the 
official newspapers. 

Winston Churchill, who invented, or 








Residents Are Depressed Over War Losses, 
Look Back To ‘Good Old Days’ of Early 30s 


at least publicized, the phrase inter- 
nationally, probably would say that this 
Russian reaction is the result of the 
“iron curtain” that prevents the Russian 
people from being informed about the 
viewpoints of the United States, Britain 
and other nations. A careful reading of 
the Russian press since my arrival here, 
however, leads me to believe that Rus- 
sian newspaper readers are quite well 
mformed. 

The deterioration in the international 
situation. produces a grim intensity in 
the attitude of some Russians. A secre- 
tary in one of the embassies who has 
heen here six months and hasn't learned 
4 word of Russian, told me she is “terri- 
fied” by the Russians because they never 
smile. 

My experiences have been different. 
Every time I try my Russian on some 
Muscovite, it produces a broad grin and 
a chuckle It also produces a friendly 
attitude and lots of free instruction in 
verb endings and an opening for lengthy 
discussions on a variety of subjects. 


CHANGED VIEWS 


The Russians’ views as they emerge 
trom these discussions are quite differ- 
ent from those that prevailed back in 
1935-37, according to an American who 
was here then. 

Those were the “fat” years. Con- 
sumer goods were becoming available 
in substantial quantities. Rationing had 
been eliminated. Great construction 
works were in progress everywhere. 
Moscow’s ornate subway with marble 
walls was being built. 

Russia was spending 10,000,000,000 
rubles (a ruble is worth about 20 cenis 
at the official rate and 8 cents at the 
cinlomatic rate) tearing down slums 
and constructing new apartments and 
office buildings, The capital’s narrow 
streets and winding alleys were being 
«widened into magnificent boulevards. 

Old Moscow, which was mostly a 
gigantic village of two-story stone 
houses built after the city was burned 
down during Napoleon’s invasion, was 
beginning to be reshaped into a modern 
city, and there was a general feeling of 
accomplishment, progress and hope. 

Today there is an air of weariness 


about Moscow’s citizens, a hang-over 
from the war. Rationing, which was re- 
stored during the war, still continues 
despite the hope held out by the Gov- 
ernment a year ago that it would be 
eliminated by the end of 1946. 

There is much looking backward. “If 
only the war hadn’t come.” vou hear 
many people say, “you'd really see some- 
thing now. We'd have a good lite by 
this time. Ten years have been wasted. 
We must start all over again with 5 
or 10 years of rebuilding before we can 
start moving forward once more.” 

Russians, being further away from 
normalcy, want normalcy even more 
than Americans. Above all, they want 
peace. Of course, Russians don’t spend 
most of their time thinking about the 
state of the world any more than Ameri- 
cans do. They are much more concerned 
with earning their daily bread, finding 
wavs to improve their status, enjoying 
what pleasures they can afford. 

Muscovites are like New Yorkers in 
the way they hustle from one place to 
another with their minds on their busi- 
ness and rarely bother to apologize when 
they step on another’s toes. 

Moscow’s subways are as crowded 
as Manhattan’s during rush _ hours. 
Streetcars are so packed they almost 
bulge. A half dozen men and women are 
usually hanging precariously to the out- 
side entrance with one foot inside the 
car and the other out. 

Jaywalking is so common that auto- 
mobile drivers start honking thc :r horns 
50 feet from the corner and drive right 
through crowds without slowing down, 
letting pedestrians scurry to safety as 
best they can. 

Traffic regulati ns are different than 
they are in the United States. Left turns 
are permitted on only a few corners. 
U-turns are permitted virtually everv- 
where. To turn left, therefore, you either 
pass the corner and make a U-turn 
wherever you please, or turn right and 
go around the block. 

A new automobile attracts as much 
attention as it did in the United States 
when the new models were coming out. 
What the Russians call the “Victory,” a 
medium-sized car resembling 1941-1942 
models, are just beginning to appear 
on the streets, and they draw a crowd 














wherever they are stopped or parked. 

Most Muscovites are employed in 
factories or Government offices. A small- 
er number work in the city’s 5,000 re- 
tail stores and in distributing services. 
Moscow is a great industrial center 
which, before the war, produced one 
seventh of the country’s manufactured 
goods. Figures on current production 
are not available, but the proportion is 
probably the same. 

The industrial area circles the city, 
with most of the production in automo- 
biles, farm machinery, flour, leather 
goods, textiles, machine tools and elec- 
trical equipment. Factory workers, Gov- 
ernment clerks and most of the employes 
of other concerns work an eight-hour 
day and a six-day week. 

During wartime they worked over- 
time (time and a half being paid for 
the first two hours and double time for 
the third hour, with a maximum of three 
hours overtime permitted), but that has 
been eliminated. 

Most Muscovites hanker for the “good 
old days” before the war, when they 
worked only six or seven hours a day. 
They like their leisure. 


CULTURAL CENTER 


Moscow is the cultural center as well 
as the capital. A count shows this city 
of 6,000,000 has only 55 movie theaters 
but 40 legitimate theaters. Russians pre- 
fer stage productions to the movies. 


Each th-ater has its own repertory com- . 


pany and produces a different play every 
night. Russian classics, and English, 
German and French classics in transla- 
tion, are played as frequently as modern 
Soviet drama. 

This week, for instance, we have an 
opportunity to see plays by Shakespeare, 
Sheridan, Rostand or Schiller. Now and 
then, American plays are produced. 
Tickets are inexpensive and within the 
reach of any Russian. Concerts are 
numerous and less expensive than plays. 
I sat in one of the best seats at the Mos- 
cow Conservatory the other night and 
heard Shostakovitch, one of Russia’s 
leading composers, play his own com- 
positions on the piano accompanied by 
a string quartet. 

Tickets for most of these events must 
be purchased by mail weeks, and some- 
times months, ahead of time, but, as in 
other countries, it is possible to pick up 
a couple of seats at the door at curtain 
time at double or triple the regular 
price. The scalper, however, risks im- 
prisonment if caught. 
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HOLLAND USES BARTER 
TO INSURE COMMERCE 


Bilateral pacts with 14 nations will 
be continued and expanded if efforts 
for freer exchange of goods fail 


Holland, one of the major trading 
nations of the world, now presents a 
typical example of how European coun- 
tries are using bilateral barter agree- 
ments to get their international commerce 
started again. 

By signing short-term trade agree- 
ments with most of the nations of Eu- 
rope, Holland is insulating herself against 
the possibility of failure of the interna- 
tional trade conference that meets at 
Geneva April 10 to agree on a world 
trade charter. Many other countries are 
doing the same thing. 

If a world trade charter is not agreed 
upon, the Dutch can rely on bilateral 
agreements with 14 nations and keep 
altering them to meet changing needs. 
Most of these pacts, providing for an ex- 
change of essential goods, run for a year 
and are renewed as fast as they expire. 
Many expire this year, but the Nether- 
lands Government of Premier L. J. M. 
Beel plans to extend all of them for an- 
other year. 

Thus, it is almost certain that the trade 
of Holland will be controlled in 1947 as 
it was in 1946. It is likely that this sys- 
tem of control will be continued to some 
degree into 1948, particularly if no freer 
trade is arranged internationally. 
|] Trade agreements with 14 of her 
neighbors assure Holland a steady supply 
of many of the commodities she needs, 
at the same time providing her with a 
stable market for Dutch seeds and bulbs, 
breeding cattle and horses, electrical 
goods, chemicals, flax, fish, machinery, 
diamonds and textiles. Here is the way 
such agreements work: 

Belgium-Luxembourg have agreed to 
an exchange of $189,000,000 worth of 
goods with Holland between June. 1946 
and June 1947. 

The Belgian-Luxembourg economic 
union supplies the Netherlands with tex- 
tiles, window glass, construction mate- 
rials, iron, steel, tires, paper goods, 
chemicals and fertilizer. A supplement to 
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the agreement, signed last September, 
broadened the variety of products in- 
volved and raised the total value by 
about $15,120,000. 

In return, Holland sends to Belgium- 
Luxembourg electrical equipment, sand 
and gravel, chemicals, flax, seed potatoes, 
seeds, breeding cattle, flower bulbs and 
fish products. 

France signed an agreement with Hol- 
land on April 26, 1946, agreeing to ship 
$62,748,000 worth of supplies to the 
Netherlands. Holland, for her part, agreed 
to supply $48,384,000 worth of materials 
to France. A credit of $15,120,000 has 
been arranged. 

Under this agreement, France has de- 
livered textiles, metals, chemicals, raw 
materials for pottery, drugs, paper, lux- 
ury goods, wines, tools, agricultural ma- 
chines and implements, optical and mo- 
tion-picture apparatus, automobiles and 
parts, bicycles, machinery, finished steel 
and fertilizers. 

Holland is paying France with coke, 
earthenware, drugs, textiles, Diesel en- 
gines, weighing machines, electrical 
goods, ships, dredging and harbor equip- 


‘ment, agricultural products, seeds, breed- 


ing cattle, poultry, fish and flower bulbs. 

This agreement was expanded last 
October. 

Sweden has a trade pact with Holland 
to cover this year. It is estimated that 
trade between the two countries will 
balance in 1947, with mutual supplies 
and services worth $49,896,000. 

Quotas have been fixed for Swedish 
shipments of cellulose, wood pulp, wood 
products, paper, iron ore, iron and steel 
products and matches. The Dutch will 
supply Sweden with cast iron, various 
iron and steel products, tin, coke, salt, 
chemicals, synthetic yarns, textiles, elec- 
trical goods, rubber, flower bulbs, spices 
and agricultural products. 

Czechoslovakia, under a similar pact, 
sends Holland wood, paper, metal goods, 
automobiles and other manufactured 
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products and raw materials in exchange 
for farm products, chemicals, textiles, 
electrical goods and tropical products. 

Switzerland has a two-year agreement 
with Holland that provides for consider- 
able expansion of reciprocal trade. Switz- 
erland is to supply Holland and_ the 
Dutch Empire with textile machinery, 
clocks, paints and caustic soda. Holland 
and her overseas territories are to furnish 
Switzerland farm produce, rubber, tin, 
iron and electrical goods. 

Other trade pacts are in effect be- 

tween Holland and Spain, Portugal, Den- 
mark, Norway, Finland, Austria, Yugo- 
slavia, Italy and Poland. 
@ The difficulty in this bilateral ar- 
rangement is that it does not provide the 
Dutch with the funds to buy the things 
they must have from other parts of the 
world. Holland’s biggest trade is with 
the U. S., where she must use dollars. 

Dutch imports from the U.S. in 1946 
amounted to $221,700,000, while exports 
to the United States totaled only $22,- 
900,000. On the basis of these U.S. 
figures, Holland ended the year with a 
deficit of $198,800,000 on trade with 
America alone. . 

Total Dutch exports in 1946 amounted 
to about’ $295,000,000. The Netherlands 
hopes to double that amount in 1947. 
The chances are the country will fall short 
of that goal, however, because of short- 
ages of fuel, power and materials. In 
spite of all efforts, Dutch trade with the 
rest of the world will show a deficit at 
the end of this year. 

A makeshift arrangement to get some 
of the materials the country needs without 
draining away vital exchange currency is 
the primary reason for the reciprocal 
trade agreements. These pacts can bring 
a measure of balance to Holland’s trade 
in Europe, but they are not earning the 
money the Dutch need for their essential 
commerce with the U.S. and Canada. 
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BRITAIN STILL HOPES 
TO GAIN TRADE AIMS 


Export and import goals unchanged 
by winter crisis, although full year’s 
work must be done in nine months 


Reported from 
LONDON 


Britain is holding to her 1947 
objectives in world trade, despite the 
critical setbacks in recent weeks caused 
by the worst winter in a century. 

Handicaps still are accumulating. 
Scarce man power and materials must 
be diverted to essential reconstruction 
work which storm havoc piled up. On 
the high seas, valuable shipping time has 
been lost. And coal miners are about to 
go on a five-day week, regardless of the 
acute shortage in fuel supplies. 

The Labor Government now faces the 

fact that Britain has only nine months to 
complete a job that originally called for a 
full year of the hardest effort. 
@ Main goals of the 1947 trade pro- 
gram, nevertheless, are not being revised. 
Britain is aiming at an export volume 
equivalent to 140 per cent of what was 
shipped in 1938, with imports only 85 
per cent of that prewar year. 

Exports must total $4,824,000,000 if 
the target is to be hit. 

Imports, meanwhile, must be held to 
$5,829,000,000. 

An adverse balance of around $1,005,- 
000,000 thus faces Britain even if the 
maximum objectives are realized. To meet 
that deficit, Britain has to rely on a dwin- 
dling store of scarce dollars from her U. S. 
and Canadian loans. Hence the anxiety 
to close the gap between exports and im- 
ports, and bring her trade into something 
approaching balance. 

@ Urgent needs fix the order of the 1947 
import program, and consumer comforts 
come at the bottom of the list. 

Food and agricultural supplies account 
for $2,914,500,000, or exactly half of 
the entire program. 

Raw materials and industrial supplies 
come next, with an expenditure of 
$2,110,500,000. 

Equipment and other machinery are 
third, calling for $241,200,000. 

Petroleum products take up another 
$221,100,000 of the import budget. 


Tobacco, one of the few luxuries 
allowed Britons under their “austerity” 
regime, adds $201,000,000 more to the 
total. 

Consumer goods are the last item on 
the list, with an allotment of $140,- 
700,000. Half of this amount is for Holly- 
wood films. 

Main source of all these imports is 
the Western Hemisphere, particularly the 
U.S. and Canada. Britain now draws 42 
per cent of her imports from this part 
of the world, but has been able to sell 
it only 14 per cent of her exports. This 
makes for the unfavorable balance of 
trade that has been draining off dollar ex- 
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change from Great Britain and keeping 
London worried. 

Export lines to be pushed throughout 
the remainder of the year are currently 
a subject of uncertainty, due to the severe 
dislocation of all industry during the last 
three months. 

E. J. Drechsel, staff correspondent of 
World Report in London, cables that 
“many ‘ifs’ govern what is to be available 
for overseas trade and in what quan- 
tities. Sufficient production cannot be re- 
stored in some goods. The output of 
others is to be speeded up.” 

Mainstays of the export trade, how- 
ever, seem likely to be items that Britain 
has been emphasizing for outbound com- 
merce since the war's end. 

These include textiles, motor vehicles, 
tools and machinery, aircraft, chemicals, 
with special attention to insecticides, elec- 
trical equipment and appliances and 
custom-built ships. 

Markets for these goods will be deter- 
mined by the strategy Britain adopts for 
her stepped-up export campaign. 

Before the winter crisis came, Britain 
was aiming primarily at sales in North 
and South America, Australia and New 
Zealand, Africa and South Africa, India, 
France and Scandinavia. 

This sales planning appears due for 
considerable modification now. The se- 
vere setbacks since the year's start have 
convinced London that Britain must ob- 
tain as much of her essential imports as 
possible from areas where she does not 
have to pay in dollars. That means ex- 
ports are likely to be diverted to such 
suppliers to meet the bill. 

@ Britain’s chances of realizing her twin 
goals in world trade this year, mean- 
while, have long odds against them. 

Imports, being very nearly indispen- 
sable, may come within striking distance 
of the target, although already there is 
talk of cutting tobacco and movie ex- 
penditures in the United States to save 
dollar exchange. 

Exports at the present time seem al- 
most certain to fall short of the objective. 
Some economists believe Britain will be 
lucky to get exports to 125 per cent of 
the 1938 level this year, instead of the 
planned 140 per cent. 

Regardless of forecasts, much depends 
on hew resourceful Britain proves in the 
coming months. Failure to attain her 
export-import goals would involve serious 
disruption of world trade, with economic 
and political repercussions difficult to 
gauge. A fair measure of success, how- 
ever, should give Britain an opportunity 
during 1948 to recoup some of her losses, 
even though her position then still prom- 
ises to be very difficult. 
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WORLD BANK PLANS SLOW START 
IN FINANCING RECOVERY PROGRAMS 


Series of ‘pilot’ loans, much less than 
the amounts requested, are to be made 
to find out if applicants are good risks 


A series of “pilot loans” to mem- 
ber nations, tied to specific projects that 
appear to be able to pay for themselves, 
is to be undertaken by the $8,000,000.,- 
000 World Bank. 

Reassurance for U.S. investors 
who are to be asked to buy the Bank’s 
bonds is the main goal of the preliminary 
credits, now being considered. 

Basis of the program is this funda- 

mental fact: Less than 10 per cent of the 
Bank’s capital is in U.S. dollars. The 
balance is in currencies of other mem- 
bers, so the Bank must sell its securities 
to the U.S. public if it is to satisfy the 
requests members are making for dollar 
loans. 
@) Self-liquidating loans of the type ex- 
pected to launch the Bank’s operations 
will bolster the market for securities to 
be issued by the Bank. 

France, for example, has been asking 
for $500,000,000 from the Bank. Much 
of that money was intended to pay for 
transportation equipment made in the 
U.S. Such purchases are an integral part 
of the four-year program for French re- 
covery worked out by economist Jean 
Monnet, who already has persuaded the 
U.S. to make direct loans to France. 

The World Bank now is likely to scale 
down the French loan to something close 
to $200,000,000. By providing funds for 
specific items, such as locomotives and 
other equipment, the Bank will know 
how the money is being used. 

Badly torn up in the war, the French 
transportation system has been restored 
to the point where additional income 
depends primarily upon additional equip- 
ment. Thus, credit from the Bank can 
make possible the income with which the 
loan can be paid off. 

At the same time, improvement of 
French transportation will benefit her en- 
tire economy and enhance the nation’s 
credit rating with the rest of the world. 

Private financiers would be expected to 
welcome this kind of business in normal 
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times. But, as of now, there is no recog- 
nized rating of credit for countries that 
were hurt by the war. 

Some of these countries probably 
would be acceptable risks today to com- 
mercial banks in the U.S. Others would 
not. The financial district of New York 
thinks the experience of the World Bank 
with its first loans may lead to dependable 
credit ratings of European countries on 
which private loans can be based. 

Pending such experience, the insurance 
companies and others who are to lend 
dollars to the World Bank expect it to 
require members to earmark income from 
“loan projects” to be used for installment 
payments on the loans. 

U.S. investors look to the Bank to 

launch its operations with piecemeal 
loans to prove that it is not in business 
to give away U.S. funds to countries 
with doubtful credit. If the experiment 
succeeds, the institution then will be 
expected to step out without inhibitions 
as a postwar sponsor of reconstruction 
and development. 
@ Applications for loans in the Bank’s 
files amount to $2,310,000,000. That is 
considerably more than the agency could 
advance out of its own dollar capital. 

As a result, the new president, John J. 
McCloy, and his staff have been working 
on a double-barreled program to erase 
barriers to the sale of Bank securities 
and at the same time to reduce the size 
of proposed loans to members. 

Several of the requests for loans, like 
that of France, have been keyed to 
national plans for recovery that are 
spread over several years. Rather than 
grant such credits all at one time, the 
pattern now shaping up provides for an 
annual examination of the needs of ap- 
plying members. Longer-term loans may 
get consideration late in 1948 or during 
1949. 

On the basis of this pattern, it is likely 
that loans to be made before the end of 
this year will total about $635,000,000, 


as indicated by the accompanying chart. 
Meanwhile, Bank officials will be trying 
to obtain from banks and insurance com- 
panies working capital for future opera- 
tions. 

@ Recovery loans still have priority on 
the Bank’s agenda. The directors simply 
have decided to keep a closer watch on 
the detailed steps in recovery plans than 
they had anticipated originally. 

There is no real change in the Bretton 
Woods idea that the members would help 
each other in the financing of reconstruc- 
tion. The sole refinement now is that 
member governments are accepting real- 
istically the attitude of U.S. investors, 
who want more information on what will 
be behind the bonds they purchase. Ex- 
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perience between the wars with defaulted 
loans remains a hazard that needs to be 
overcome. 

France is in the forefront of loan appli- 
cants because she was the first member 
to present a fully documented program 
in support of her request. 

By 1950, France hopes to achieve an 
export trade of $2,200,000,000, almost 
two and a half times the present annual 
level. 

In addition, the Monnet plan calls for 
loans totaling $1,300,000,000 between 
now and 1950. So France is likely to 
return to the Bank for additional funds 
later. 

Denmark is asking $50,000,000 from 
the Bank to buy coal, steel and industrial 
products in the U.S. Some of the pur- 
chases would be used to improve mech- 
anization of Denmark's agriculture. A 
portion of the income from Danish farms 
could be designated for payment of the 
World Bank loan. 

By continuing to pay interest in the 
U. S. on her own prewar bonds even when 
maturity dates could not be met, Den- 
mark has maintained credit sufficient to 
warrant a private loan in New York 
under normal circumstances. Some 
bankers, however, are reluctant to invest 
in Denmark because of Europe's general 
instability. 
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Poland has made informal application 
for $600,000,000 in recovery credits to 
be drawn upon over a three-year period. 

Full details of the Polish plan have 
not been received by the Bank, but it is 
expected the directors will suggest that 
the request be scaled down to an initial 
credit of $100,000,000, with considera- 
tion of the balance deferred. 

Even $100,000,000 would go far to 
modernize equipment in Poland’s coal 
mines. And such equipment would raise 
coal production to the point where the 
loan could be paid off in a relatively 
short time. 

The Netherlands is eager to get $500,- 
000,000 in credits to restore Dutch econ- 
omy. In spite of an excellent record with 
investment bankers, Holland has not 
been able to negotiate suitable terms for 
a private loan. Therefore, she has noti- 
fied the World Bank that she will apply 
soon for a loan of $500,000,000. 

Dutch industry is slowly reviving and, 
with access to markets formerly supplied 
by Germany, the Netherlands could ear- 
mark specific products as security for a 
“project loan” from the World Bank. 

Czechoslovakia and Luxembourg also 
are on the waiting list at the Bank for 
loans to help their recovery programs. 
Both countries have resources or indus- 
trial potentialities to guarantee partial 
fulfillment of their requests. 

@ Development loans for areas that pri- 

vate banks may not be ready to enter at 
acceptable rates of interest also were 
agreed upon at Bretton Woods as a 
responsibility of the World Bank. 

While rehabilitation of war zones comes 
first, there originally was some disposi- 
tion to give recognition to Latin-Ameri- 
can needs by granting a loan to Chile. 
The Chilean program calls for develop- 
ment of its railway system and may be 
considered as a good risk. Recently, how- 
ever, American and British holders of 
defaulted Chilean bonds have protested 
against any loan from the Bank until some 
settlement is made on. their obligations. 

Iran also is preparing to apply for 

credits for oil-drilling and refining equip- 
ment. She can be expected to stress a de- 
sire to become independent of economic 
pressure from neighboring Russia. For 
the present, however, the Bank's directors 
are likely to be more concerned with the 
availability of Iranian oil to meet pay- 
ments on any loan they might approve. 
@ Raising money from U.S. investors 
appears to be the most immediate prob- 
lem facing officials of the World Bank. 
With personnel difficulties cleared up, the 
next action of the Bank is to be the 
establishment of an active market in the 
U.S. for the Bank's securities. 

With that in mind, the Bank’s start is 
to be along conservative lines. Future ex- 
pansion will depend upon the reception 
accorded its operations by the people who 
hold the dollars the Bank needs, if it is 
to function as originally planned. 
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RACKET-SMASHING was Decatur’s mission when he fired this captured U. S. frigate in the harbor of Tripoli in 1804. 
Britain paid pirate-racketeers tribute, in return enjoyed monopoly because other nations could afford neither tribute nor toll of raids. 





MEDITERRANEAN—U.S. WAS THERE BEFORE 


The United States will cast a deciding vote in Mediter- 
ranean issues if President Truman’s new international policy 
evolves to its logical conclusion. In a sense, the new U. S. 
role will be as umpire between Britain and Russia, whose 
lines of economic and strategic interest cross in the teeming 
sea that washes Europe’s southern shores. A working agree- 
ment among Russia, Britain and the U. S. would constitute a 
de facto trusteeship for the dozen-odd countries bordering 
the Mediterranean. These states rarely have been completely 
free agents in modern times. More often their fates have 
been determined by political interests of other and more 
powerful nations. 

Chief hope for stable peace in such an arrangement lies 
in the comparative absence of U.S. “interests” in the sense 
in which that term is used in discussions of power politics. 
Such “interests” mean investments and trade advantages that 
add up to a net profit for the interested power. Actually, 
when remittances sent home from the U. S. by immigrants 
and their children are counted in, the Mediterranean is and 
always will be a place where the U.S. spends rather than 
collects. While Middle Eastern oil frequently is cited as a 
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big U.S. investment in the area, actually the Persian Gulf 
is a far handier outlet for such oil. Real concern of the U. S. 
is political stability, and U.S. policy now is based on the 
belief that popular government is the essential ingredient 
of such stability. 

What the U.S. needs for her new role is to know what 
it is all about rather than to have a big stake of her own. 
As the new senior partner she comes on the scene as no 
stranger. Slavs and Italians, and lesser numbers of other 
South Europeans, make up a big slice of U.S. population 
and include many individuals of influence in U.S. affairs. 
Many times since 1804 the U.S. has found herself deeply 
involved in Mediterranean questions. She has learned about 
the area the hard way. However remote the origin of wars 
there, in time the U. S. has been drawn in, both to fight and 
to wrestle with postwar problems. 

The Photo Report gives the highlights of this aspect of 
United States history, illustrates the major occasions of past 
U. S. activity in the Mediterranean and points up the back- 
ground that has given her knowledge to guide her course 
in Europe. 
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BARBARY PIRATES received a return visit from Decatur in 1815, when he forced terms on the Bey of Algiers 
meeting. Reference to “the shores of Tripoli” in the Marine hymn is a recognition of role of U. S. Marines in these campaigns. 
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ARMED MIGHT in full regalia was the keynote of this fleet under noengn from 1867 to 1869. The United States entered 
the Civil War a small nation, emerged a military power. Desire to parade this strength was strong in postwar period. 
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—U. S. Navy ; 


MEDITERRANEAN SQUADRON was a regular detachment in the days WORLD WAR I brought both the Ni 
of this “White Fleet,” around the turn of the century. For a decade before World Army and Navy to the Mediterranean. at 
War I, however, only appearances of U. S. ships were on occasional cruises. These troops are disembarking in Italy. pa 
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WORLD WAR Il found the Mediterranean the theater of the first big WAR RELIEF followed the fighting in 
campaigns by U. S. forces. New techniques of amphibious war were developed World War II in the same pattern but on = tl 
at Oran, Algiers, Bougie, Bone, Sicily, Salerno, Anzio. This scene is at Anzio. a larger scale. Again the Greeks, here re- 
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—International sucernational 
». Naval forces based antisubmarine patrols RELIEF MISSIONS were the chief duties of two squadrons that remained 
at Gibraltar and Corfu. Dardanelles cam- in the area until the early 1920s. Aid to the Greeks was a familiar subject, then 
paign was over before U. S. entered war. as now. This bluejacket is pinch-hitting as a settlement worker in Athens. 
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—American Red Cross —International 
1 ceiving Red Cross supplies, were among DISPLAY OF STRENGTH after World War II re-enacted similar parades 
) the severely stricken. Much of the relief after Civil War, Spanish-American War and World War I. Naval vessels shown 
- work was internationally administered. here at Piraeus accompanied aircraft carrier F. D. Roosevelt to Greece last year. 
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PALESTINE: Martial law in Jerusalem, relaxed in mid- 
March, underlined the explosive character of the situation 
which Britain has decided to pass on for U.N. consideration. 
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ee i —World Report 
TURKEY: Control of the Dardanelles is a top Russian 
objective. Present international control is only as secure 
as the potential arms of the guaranteeing powers. 
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TRIESTE: Border between U. S.-British zone and Yugo- 
slav area must be watched as closely as a lighted fuse. 
Big Four decisions for Trieste still have to be implemented. 
’ 





—oMcial U.N. 
GREECE: U.N. mission is now investigating the threat 
to peace that is contained in the situation on the borders 
between Greece and Bulgaria, Yugoslavia and Albania. 
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DOCTOR OF DIVINITY who has devoted 

his eventful life to China’s welfare 

is the United States Government’s present 

Ambassador to Nanking. No professional 

diplomat is Dr. John Leighton Stuart, 

but from 40 years of dealing with the 

Chinese he commands the confidence and 

respect of the leaders of that troubled 
country. 

The ambition of this China-born Pres- 
byterian missionary is to bring together 
China’s warring factions. It is a Hercu- 
lean task, but Dr. Stuart is used to diffi- 
cult missions. Often he has been called 
on as a peacemaker and his dealings have 
been with Chinese warlords, bandits, 
puppets of the Japanese, Communists 
and Nationalists. 

The U.S. Ambassador is not the type 
of negotiator who tries by force to bring 
about a political settlement. He is digni- 
fied and works quietly and patiently. He 
is one of the few persons who has been 
able to induce Kuomintang and Commu- 
nist leaders to meet with him and discuss 
their differences. 

The U.S. has given up her active ne- 
gotiations to bring China's Nationalists 
and Communists together in peace. How- 
ever, Dr. Stuart still confers two or three 
times a week with Generalissimo Chiang 
Kai-shek. The results generally are nil, 
but he never gives up hope. In the last 
eight months, he has met with China's 
chief of state nearly 100 times, which is 
considered a record for the diplomatic 
corps. 

Through a combination of pleading and 
the offering of concrete suggestions, Dr. 
Stuart urges Chiang to enact sweeping 
reforms in his Government, from the key 
ministerial posts down to the lowest rural 
offices. The Ambassador knows he is 
powerless to stop the civil war but he 
regularly emphasizes to the Generalissimo 
the importance of confining the fighting 
to freeing key railroads in Central and 
North China and thereby giving the 
nation’s tottering economy a chance to 
revive. 

To many Chinese, Dr. Stuart is re- 
called as the instructor of their student 
vears, and in China a much closer rela- 
tionship exists between students and 
teachers than in the West. Countless 
voung and middle-aged leaders of con- 
temporary China are former students of 
Dr. Stuart, including officials of the 
Communist Government. 

@ The son of U.S. missionaries, Dr. 
Stuart was born in Hangchow, June 24, 
1876. He spent his early years in China, 
but for his higher education was sent to 
Hampden-Sydney College in Virginia. 


STUART: Unified China His Goal 


Next he studied at the Union Theological 
Seminary and in 1905 was ordained to 
the Presbyterian ministry. 

With his bride, Dr. Stuart returned to 
China on completing school and, until 
1919, taught the New Testament at Nan- 
king Theological Seminary, the same city 
where he now presides as U.S. Ambas- 
sador. 

In 1919, Dr. Stuart became a uni- 
versity president in the merger of Pe- 
kings American Methodist University 
and a college supported by American 
Presbyterian, and American and English 
Congregational churches. This school 
eventually became Yenching University, 
China's foremost seat of higher learning. 

Dr. Stuart built Yenching University 
on a site five miles outside the city walls, 
in the former summer garden of a Man- 
chu prince. It started humbly with less 
than 100 students who attended on mis- 
sion scholarships. Within a few years, 
however, it was backed by a $2,800,000 
endowment and the contributors in- 
cluded Princeton and Harvard univer- 
sities and Wellesley College. 

Dr. Stuart made three trips to the U. S. 

between 1923 and 1930 and on each 
occasion warned of the danger of Japa- 
nese aggression. He was assailed by the 
Japanese for his interference. Still, when 
North China was invaded in 1937, Dr. 
Stuart was influential enough to keep his 
Yenching University open and free from 
Japanese pressure. In 1938, he openly 
defied the Japanese by refusing to mobi- 
lize his faculty and students in a pro- 
Japanese demonstration and still later he 
refused to fly the flag of the puppet 
regime in occupied China. 
@ Prisoner of the Japanese. When Pearl 
Harbor was attacked, the Japanese in- 
terned Dr. Stuart and looted his univer- 
sity. During the next 42 months, he kept 
himself occupied by playing anagrams 
and writing a Chinese language commen- 
tary on the New Testament. Dr. Stuart 
says he does not regret the long years of 
internment because they afforded him an 
opportunity for leisure and study. Many 
of his Chinese friends saw to it that Jap- 
anese guards were bribed so he could 
have ample food and daily news from the 
outside world. 

In 1945, the Japanese offered to release 
Dr. Stuart if he would initiate for them 
peace negotiations with the Allies. The 
missionary-educator refused to consider 
the request, mainly because the Japanese 
would not agree to free his fellow inter- 
nees at the same time. 

When the war ended, Dr. Stuart pro- 
ceeded to Chungking where he imme- 
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FROM SEMINARY TO EMBASSY 
Chinese learned to trust him 


diately made plans for reopening Yen- 
ching University. Within a month, the 
job was finished and he left for the U. S. 
to regain his health. 

In the spring of 1946, Dr. Stuart 
boarded a ship in San Francisco, bound 
for Shanghai where he expected to live 
in retirement. He thought his work was 
finished, but soon after arriving in China 
he was called on by General of the Army 
George C. Marshall to be his unofficial 
adviser. 

Marshall was so impressed with Dr. 
Stuart that he asked President Truman to 
nominate the missionary as Ambassador. 
At the time the nomination of Lt. Gen. 
Albert C. Wedemeyer, former U. S. mili- 
tary commander in China, already had 
been typed and was on the President’s 
desk. 

Nanking and Yenan leaders welcomed 
Stuart's appointment. Chou En-lai, the 
chief Communist negotiator, expressed 
his high personal regard for the mission- 
ary-educator and declared the appoint- 
ment would “invite great hope among 
the Chinese people.” 

Among Chinese Nationalists, the ap- 
pointment was even more popular. Dr. 
Stuart was well known among Govern- 
ment leaders, had long been one of 
Chiang’s most valued U.S. counselors 
and had been decorated with the Special 
First Class Order of Merit of the Repub- 
lic of China. 

Paradoxically, what criticism there has 
been of Dr. Stuart in the role of U.S. 
Ambassador to China stems from his long 
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and intimate acquaintance with the Chi- 
nese themselves. 

Some critics say that he has too many 
close ties among the reactionary elements 
of the Nationalist Government to. suc- 
ceed in bringing harmony to China. 
Others offer as objection their belief that 
the Ambassador is so intent on main- 
taining friendly relationship with all the 
factions in China that he is reluctant to 
come to a decision sharply against any 
one group. 

@ The future of the missionary as the 
American Ambassador will be deter- 
mined in large measure by the future 


policy of the U.S. in China. American 
policy at the moment is more or less in 
abeyance. When General Marshall ended 
his own mission to China, after a year 
of peacemaking efforts, he denounced 
extremist groups in both the Nationalist 
and Communist parties. 

Since Marshall’s departure, the U.S. 
has tended to stand apart from China’s 
internal affairs. But the U.S. goal is still 
the same: One China unified in peace. 
And that is the dogged objective of Dr. 
Stuart while all of China waits for the 
next turn in U.S. policy toward that 
country. 


PEKER: Turkey’s Very Strong Man 


E gewewe's present-day Prime Minister 
must have had premonitions 20 years 
ago of what was in store for him and his 
country. For when all Turks, under a 
reform law, were required to add family 
names to their traditional Moslem first 
names, he decided to call himself Redjep 
Peker (pronounced Pey-kehr’), which 
means Redjep the Very Strong Man. 

The big tests, however, for Turkey’s 
Very Strong Man are still to come. 

As Prime Minister Peker is the man 
with whom the United States will do 
business in carrying out President Tru- 
man’s plan to pit dollars against Com- 
munist pressure in Turkey. If Congress 
approves a White House plan, Peker will 
oversee the spending of around $100,- 
000,000 in his country to make it a 
stronger military and industrial base for 
Western ideas in the Mediterranean. 
| Loyal opposition. Peker’s chief re- 
sponsibility will be to maintain Turkey’s 
solid front against communism at home 
and Russian pressure from outside. He 
starts this task with many advantages. 
The Communist Party is outlawed in 
Turkey. There are hardly any dissident 
groups in the country that a world power 
could exploit as a fifth column. 

Minorities, such as Armenians and 
Kurds, are either friendly or are kept in 
line by strict police supervision. Russia 
has gotten nowhere in her demands for 
special rights in the Dardanelles, the 
Turkish waterway connecting the Black 
Sea with the Mediterranean. Turkey has 
rejected these Russian demands with firm 
support from the U. S. and Britain, while 
politely telling the Russians that Turkey 
stands ready at any time to talk things 
over in a full international meeting, with 
Western countries taking part as well as 
Russia. The next move in the Dardanelles 
thus is up to Russia. 

Peker, however, must deal with a 
“loyal opposition” at home. Elections last 
year gave a bloc of seats in Parliament 
to an opposition group, the Democratic 
Party led by Celal Bayar, himself a for- 
mer Prime Minister. The Democrats are 
just as adamant against Soviet demands 
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HIS NAME IS HIS FORTUNE 
Groomed in a one-party system 


as the party in power, the Republican 
Peoples’ Party. But the Democrats have 
been attacking Peker’s Government for 
its suppression of civil liberties, its con- 
trol of the press, its interference in 
economic life, its refusal to admit Demo- 
crats to the Cabinet. Democrats are ask- 
ing how Turkey can be a bulwark for 
democracy in the Mediterranean when 
she is ruled by a party that does not 
follow democratic methods. 

@ One-party specialist. Peker knows 
from long experience how to deal with 
this kind of opposition. He was picked 
for his job by President Ismet Inonii last 
July because he is a man upon whom 
Indnii can rely to keep the opposition 
in line. Now almost 60 years old, Peker 
has spent most of his mature years as a 
trusted functionary of the Peoples’ Party, 
which has ruled Turkey ever since the 
Sultanate was overthrown by Kemal 
Atatiirk after World War I. He joined the 
Nationalist movement in Anatolia at its 
very start, was Secretary-General of 
Turkey’s first modern Parliament in 1923 


and Secretary-General of the ruling party 
its first year in power. 

Since that start, Peker has served a 
varied apprenticeship in the art of main- 
taining one party in power. He edited 
the party’s official newspaper, has served 
several terms as Secretary-General of the 
party, and has been a member of six 
Turkish Cabinets. Three times, he has 
held the key post of the Interior Ministry, 
which controls police powers, and has 
also been Minister of National Defense 
and of Public Works. During his many 
terms in Parliament, Peker has served on 
parliamentary committees handling the 
important matters of police and national 
defense. For seven years before and dur- 
ing the war, he cracked a political whip 
over the Peoples’ Party as head of its 
Disciplinary Council in Parliament. After 
the July elections, Peker was blamed by 
the opposition for taking a hand in alleged 
fraud at the polls. They contended that 
Peker, an old hand at political manipula- 
tion, helped count them out of a number 
of parliamentary seats that would have 
been theirs in a freer election. 

@ Military figure. Like most of Turkey's 

modern leaders, Peker has a military 
background. He was schooled in the mili- 
tary academy, fought in the Balkan War 
of 1912 and in the First World War was 
a staff officer on the Caucasus front facing 
the Czarist troops. His knowledge of 
Russia dates from that time, supple- 
mented by close study in the succeeding 
years. 

He still cuts a martial figure in his na- 

tive Istanbul or in the capital city, Ankara, 
where he now owns a home and spends 
most of his time. A large man, tall and 
brawny, he is proud that his son is a 
physical giant and a basketball star and 
that his wife and daughter are numbered 
among Turkey’s most beautiful women. 
Like many military men, he has a single 
hobby that requires no military knowl- 
edge—the growing of numerous varieties 
of roses in his garden. He speaks fluent 
French and is reputed to have a personal 
library numbering more than 50,000 vol- 
umes in Turkish and French. 
@ Turkish conservative. Peker is a 
wealthy man and, in Turkish terms, a 
conservative. He had a big interest in the 
Ish Bank, now nationalized, which fi- 
nanced much of Turkey’s new industry. 
As a politician, Peker favors government 
control of economic affairs, the pater- 
nalistic philosophy of Atatiirk, the found- 
er of modern Turkey. This paternalism, 
which might be labeled socialistic in a 
Western country, makes Peker a conserva- 
tive in Turkish politics. His view is that 
the state is supreme. He does not balk at 
administrative pressure to carry out na- 
tional policies. 

Such is the Very Strong Man who 
guides Turkey today. Events at the Dar- 
danelles are to test whether, in naming 
himself 20 years ago, Redjep Peker was 
overconfident. 
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Common man of Chile brings his grievances 


to the President’s desk every Wednesday 


SANTIAGO (CHILE) 

F YOUD LIKE to see the President of 

Chile, come around next Wednesday 
or any Wednesday. But youd better be 
warned: There are about 1,800 other peo- 
ple ahead of you. 

Brisk, 49-year-old President Gabriel 
Gonzalez Videla calls these Wednesday 
afternoon sessions audiencias populares. 
Sometimes he sees about 200 Chileans in 
an afternoon. There's an eight-week wait- 
ing list. 

Former President Arturo Alessandri 
called the Palacio de la Moneda (Chile's 
White House) “the place where I suffered 
so much.” But Gonzalez Videla enjoys 
living there. He seems to relish grappling 
with the problems and sufferings of Chil- 
ean humanity, and trying to find at least 
temporary solutions to them. 

Every Wednesday, there’s a line as 
long as the queues at the butcher or at the 
grocer that runs from the patio of the 
Palace, all the way up to the President's 
door. Inside the paneled office, Gonzalez 
Videla sits like a Solomon at judgment, as 
a passing parade of men and women, old 
and young, gnarled and peppy, asks his 
advice. 

Flanking Don Gabriel (or just plain 
Gabriel, as the Chilean newspapers fond- 
ly call him), is a team of 15 assistants 
representing official departments. Gabriel 
refers to them the cases he thinks need 
investigation or aid. 

Chileans who come to the “popular 
audiences” are largely the poor and hum- 
ble of the country—people who have no 
one to whom to turn. Often working peo- 
ple come to request aid in some labor case 
in which they feel they have been treated 
unjustly. Sometimes a presumptuous fel- 
low seeks to show a friend how much in- 
fluence he has, and receives the shock 
of hearing the President reply: “And you, 
why are you so interested on behalf of 
your friend? Who are you?” And the lob- 
byist leaves disappointed. 

An old lady begs a pardon for her con- 
vict son. Gonzalez Videla asks her why 
he was jailed. 

“They accuse him of murder,” she re- 
plies tearfully. 

“Has he been sentenced?” asks the 
President. 

“Yes, for 16 years...” 

“How much of his term has he served?” 


“So much, Your four 
ey 

To Gonzalez, the mother is logical. 
For her, four years seems a lot. But not 
for justice. He can’t promise a parole. The 
old lady departs with his promise to re- 
duce the term to 14 years. Ten years 
more... 

A housewife of 30-odd years, carrying 
two children, tearfully whispers: “Mr. 
President, I'm ynemployed. My husband 
left me three months ago . . . Nobody 
wants me as a servant with these chil- 
dren...” The President immediately has 
a secretary phone a personal friend, 
whom he asks to employ the mother as 
a servant in his country home. Gonzalez 
Videla comments: “The tragedy of a poor 
woman abandoned by her husband is ter- 
rible. Almost half of the requests to see 
me are from unfortunate women such as 
the one youve just seen.” He adds he 
plans to propose severe penalties against 
men who abandon their families. 

One case is that of a cabbie sentenced 
to 60 days for driving while intoxicated. 
The taxi driver claims he wasn’t driving 
while drunk. He was just sitting there in 
his parked taxi taking it easy because he 
knew he'd had one too many. He seems 
to be telling the truth. The President sus- 
pended sentence. 

Not all the visitors tell sad _ tales. 
Toward the close of one of the popular 
audiences, a wizened old lady, at least in 
her 80s, hobbled up to the President’s 
desk. Her simple black dress was wrinkled 
and threadbare but spotless. Her voice 
was clear, although its tone was the high- 
pitched speech of the elderly. 

The old lady broke the tension of 
human tragedy. 

In contrast to all the others who had 
spoken hesitantly, almost  inaudibly, 
ashamed of their lot, so that nobody but 
they and Gonzalez Videla could hear 
their story, she spoke out louday and 
clearly. Everyone in the rvo.. began to 
smile. 

Judicial protocol flew out the window, 
as she cried: 

“Caballerito Gabriel . . . Caballerito 
Gabriel . . . (Gentleman Gabriel) .. . 
I told you so 10 years ago . . . Remember? 
At La Serena?” And the old lady named 
the year, month, day, the hour and 
the exact place where they had once met. 


Excellency, 


und the World 


“I told you, Caballerito Gabriel, that 
you would be President some day . . .” 

Don Gabriel, with a broad smile he had 
difficulty in suppressing, put in: “Thanks, 
Granny, thanks . . . You see, you guessed 
right. And how can I help you?” 

The reply took him by surprise. “Noth- 
ing at all.” 

“Fhen, why have you come here?” 
the President asked in astonishment. 

The old lady exclaimed without hesita- 
tion: “To see you, Caballerito Gabriel . . . 
to see you . . . President of Chile, as I 
predicted.” 

The President at once embraced her, 
and she departed happily, having satis- 
fied her 10-year dream. 

Not everybody comes innocent of guile. 
Some try to hide part of the truth. But 
Gonzalez Videla, like a prosecuting at- 
torney, demands the petitioner tell the 
whole story. 

Thus, the common man of Chile passes 
in review before the President’s desk. An 
old pensioner seeks an increase in his 
stipend; a secretary puts him in contact 
with the Old-Age Pension Department. 
A workman has lost his job; another as- 


oe 
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sistant investigates the story told by the 
man, and if true, he gets a job. Those who 
seek reduction of sentence or pardon for 
relatives or friends in prison are sent to 
a court official if there’s a chance of do- 
ing anything. 

Sometimes Don Gabriel takes matters 
in hand personally. A shoemaker comes 
up to seek redress for alleged discrimina- 
tion. He asserts his employers refused him 
work “because I was an active union 
leader.” 

Gonzalez Videla at once asks one of 
his secretaries to phone a certain fac- 
tory owner. The President takes the 
phone and says: “Good afternoon, Pan- 
cho. How are you? Look, I want to ask 
you to give a job to José Perez, who's 
just come to my popular audience... 


Yes? . . . Fine . . . Thanks, Pancho.” 

Then the President turns to the shoe- 
maker and tells him: “Go over to this fac- 
tory. They'll give you work...” 

The shoemaker, his voice trembling 
with happiness thanks the President, 
and says: * and I'll never get 
mixed up in union work any more... I 
promise ...” 

Gonzalez Videla, Radical President, 


. breaks in, severely, but gently: “No, my 


friend, go right ahead and mix in union 
work. Fulfill your job and fulfill the de- 
mands of your conscience if it tells you to 
defend your class. It would be evil to do 
otherwise .. .” 

This is Dr. Gabriel Gonzalez Videla, 
President of Chile. This is how he takes 
the pulse of the people. B.S. R. 


Cold and hungry Warsaw dreams of future 


as Poles rebuild war-devastated capital 


WARSAW 

HE WINTER WIND has been blowing 
Tota across the Polish plains into war- 
blasted Warsaw but—despite the shortage 
of food and warm clothing—the Poles are 
working hard to rebuild their capital city. 

Few cities have been more devastated 
than this onetime metropolis of 1,500,000 
people, and its reconstruction is a long 
and tough job. The commercial heart of 
the city, including the Government build- 
ings, is a wasteland of rubble. Many 
streets still are blocked by fallen walls 
and debris. Over 100,000 bodies of civil- 
ians and soldiers killed in the epic Battle 
of Warsaw are believed to be lying buried 
beneath the millions of tons of wreckage. 

And while Warsaw remembers _ its 
nightmarish past, it dreams of the future. 
All the talk one hears is of rebuilding 
this symbol of the heart and soul of Po- 
land as quickly as possible. 

The Poles you meet hasten to tell of 
their ambitious plans for the new War- 
saw. Marks have been painted on the 
walls of damaged downtown buildings in- 
dicating the great width to which the 
main avenues are to be extended. Beauti- 
ful boulevards are to be created; a subway 
is to be constructed, and the great rail- 
way station and yards are to be rebuilt 
and enlarged. 

All those things, of course, are promises 
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of the future. The daily progress in rub- 
ble clearing, reopening of little shops in 
newly constructed one-story buildings, 
the increasing flow of traffic over the 
new bridge across the Vistula River are 
the facts of the present. 

Many of the gutted buildings were 
of old-style architecture built of masonry 
walls two feet thick that have stood. The 
Poles rummage in the ruins of nearby 
buildings, salvaging every scrap of build- 
ing material. Soon they are restoring in- 
terior walls. New tenants move in be- 
fore the buildings are completed. ) 

Over 1,000,000 Poles have returned 
to Warsaw since the war's end. To solve 
their housing shortage, the Poles have 
been working fast, using whatever build- 
ing material they can lay their hands on, 
improvising as best they can. You can’t 
live outdoors in Poland in the winter. 
Until Warsaw itself is rebuilt, most of the 
returning Poles are crowded into Praga, 
just across the Vistula, or in the few rel- 
atively undamaged suburbs. 

To date, there has been little rebuilding 
of factories or industrial buildings, but 
that is scheduled to come. There is no 
unemployment, since all, including 
women, are busy clearing rubble, recon- 
structing homes, or working for the Pro- 
visional Government. A few are absorbed 
by private trade, which is blossoming in 
small shops regardless of Poland’s new 
communism. 

Next to housing, clothing ranks as a 
major shortage. Warsaw has somewhat 
of an American appearance because so 
many Poles are wearing new and second- 
hand clothing which has been shipped 
here by the ton by UNRRA and other re- 
lief organizations. Millions of Poles came 
out of the war with only the clothing on 
their backs. Many a castoff shirt con- 
tributed by an American in Chicago, De- 





troit or Pittsburgh is now the prized pos- 
session of a citizen of Warsaw. 

With cotton-textile production less than 
half of prewar production and the output 
of woolens only one third that of 1939, 
the Poles are unable to supply themselves 
with even the most urgently needed cloth- 
ing. Polish women are remarkably clever 
with their needles, however, and the 
average citizen is able to look relatively 
well dressed because of patching, mend- 
ing and remodeling. 

The Poles have been hungry this win- 
ter. They have had more food than last 
winter, but their daily meals still consist 
largely of black bread and potatoes. Des- 
pite this starchy diet, no one in Poland is 
overweight. A woman tends a_ public 
scale on one of Warsaw's main streets 
and her trade comes from those who are 
worried about the pounds they are un- 
derweight and trying to gain. 

Meat and fish virtually are unobtain- 
able except for canned supplies sent in 
by UNRRA. Butcher shops are allowed 
by law to open only three days a week. 
Bakeries must confine their product to 
dark bread and rolls except on Saturdays, 
when they splurge with a few pieces of 
pastry. 

The average Government worker earns 
4,000 zlotys a month, which is $40 at 
the official rate and $8 at the black market 
rate. But Government workers have the 
privilege of buying what the Govern- 
ment-operated stores can offer at the low 
official prices for rations. 

Workers without Government ration 
cards and privileges receive higher wages 
but must buy their bread at 30. zlotys a 
loaf, their cheese at 80 zlotys a pound, 
and other market prices to match. A res- 
taurant meal costs from 200 to 500 zlotys 
and is out of reach of most Poles. 

But Poles are stubborn and tough and 
dreamers. In the midst of the destruction 
of Warsaw, they sang “Poland will live 
again!” That's still their song. G. 
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Britain is working against an economic deadline..... 

By spring 1948, the London Times estimates that Britain will have run through 
both her U.S. loan of $3,750,000,000 and her Canadian loan of $1,250,000,000. 

In that case, Britain has just about a year to get on her feet, to balance 
outgo with income. Her "breather® is drawing to a close. 

Chances are that Britain won't be able to stand alone, without outside help, 
& year from now, unless production and exports go far above the peak 1946 levels. 

Unofficial estimates from London are that, when the loans run out, 

British exports will still be $1,000,000,000 a year less than imports. These 
estimates assume the rate of worker productivity, the proportion of output 
allocated to exports and the price level prevailing at the end of 1946. 

Just to maintain the present level of imports of food, tobacco and in- 
dustrial materials, either worker productivity or the number of workers in 
export industries will have to be increased considerably, perhaps 25 per cent. 
On paper at least that would bring exports up to the import level. | 

But that would require far more coal, electric power, steel, transport 
than can be made available with present resources. Certainly the export drive 
in Britain will be pushed. But inevitably it will bump up against these shortages. 

Net receipts from shipping, insurance, dividends are less than net tourist, 
film and British Government outlays overseas. Before the war, such trans- 
actions yielded a net return to Britain. That may be the case again but not now. 

‘It looks as if Britain cannot yet pull herself up by her own bootstraps. 

















Britain has to look abroad for alternatives to bring in more dollars..... 

One possibility is U.S. loans to British customers in Western Eurone. 

These countries now buy more than they sell to Britain, which is stuck with 
"soft" currencies difficult to convert into dollars. 

But if they were loaned dollars, they could pay Britain in dollars. 

This would amount to indirect extension of the U.S. loan to Britain. 

Or Britain might request a dollar loan from the World Bank, on the basis 
that another "breather" is needed to put her back on her feet. Britain probably 
would approach the World Bank rather than the U.S. for another loan during 
1948, a difficult year in the U.S. because of the presidential campaign. 

Or Britain might cut imports from dollar countries to the bone and concen- 
trate her trade in the sterling and other areas. Trouble is she cannot yet buy 
what she wants from these countries--food and machinery. Also, the U.S. opposes 
such channelized trade and U.S. views are important to Britain just now. 








(over) 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


Three other basic difficulties facing Britain are these: 

By July 15, Britain promises to make sterling arising from current trans- 
actions freely convertible into other currencies. Britain has made a start in 
this direction but must be prepared for a considerable dollar drain after 
this date. In 1946, such convertibility would have cost Britain $1,200,000,000. 

This year, presumably, Britain is going to have to make a start at free- 
ing some of the blocked sterling balances in London belonging to India, Egypt, 
Iraq, Eire, Palestine and others. That's to be an additional burden for Britain. 

Later on, beginning in 1951, Britain must start repaying her dollar loans. 
This debt service will require $160,000,000 a year. 

Just balancing imports with exports, therefore, will not do, Britain must 
aim at piling up an export surplus. Else, thése debts cannot be paid off. 

















Her export drive heightens Britain's interest in freer trade..... 

The Geneva Conference in April to reduce trade barriers now has greater 
Support from the Attlee Government than ever before. 

Britain figures to benefit if, at Geneva, tariffs, import controls, quotas, 
and export subsidies can be reduced. Result, the British believe, would be larger 
exports for all. Not only would Britain benefit directly if U.S. tariffs were 
cut, but Britain's customers would sell more to the U.S. That would help Brite 
ish exports to these third countries; would give them more dollars to spend. 

All this is being carefully explained at the British Commonwealth Trade 
Conference in London. Canada supports the British view; Australia and New 














Zealand are less enthusiastic; India is protectionist, will balk at big tariff 


cuts. But the Empire generally is expected to follow Britain's lead. 

The British crisis thus plays into U.S. hands at Geneva. 

Bargaining at Geneva still will be hard. Empire preferences will be 
reduced only in exchange for decided cuts in U.S. tariff rates. 

But no government at Geneva will necessarily be playing for keeps. Escape 
clauses will allow either party to a reciprocal agreement to withdraw or modify 
any tariff concessions if they threaten serious injury to domestic producers. 








What's behind the Swedish ban on luxury imports is this: 

Wages in Sweden have been going up; savings have been going down; increasing 
purchasing power has been presSing against the available supply of goods; 
imports have been growing, especially since the end of 1945, to meet the demand. 

Exports, held back by coal and labor shortages, have not grown so fast 
as imports. Result: A trade deficit amounting in 1946 to $220,000,000. Three 
quarters of this deficit was in U.S.-Swedish trade. 

To conserve declining holdings of gold and dollars, the Swedes now are to 
Limit imports. All imports are restricted under the new ban. But, in practice, 
licenses will be issued for essentials, will be withheld for nonessentials. 

Hardest hit will be U.S. exports of fruits, furs, cars, films, nylon hose, 
radios and cigarettes, together amounting to $35,000,000 in 1946. 

The ban will be lifted as Sweden's exchange position imvroves. That depends 
on getting more coal from Poland, using less Swedish wood for fuel and more 
wood for export in the form of pulp, newsprint and similar products. 

The Swedish situation would look like a temporary crisis if her credit to 
Russia weren't to begin functioning this year. That will drain $278,000,000 worth 
of goods from Sweden during a five-year period with no immediate cash return. 
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MACARTHUR’S AIMS FOR JAPAN 


Supreme Allied Commander advocates early peace treaty 


(General of the Army Douglas MacArthur, Supreme 
Allied Commander in Japan, granting his first formal 
press conference since early in the war in Tokyo on 
March 17, 1947, advocated an early peace treaty with 
Japan and substitution of nonmilitary control by the 
United Nations for Allied military occupation. No official 
text of the press conference was made public, but the 
following is a summary of the conference with its ques- 
tions and answers made by Associated Press correspond- 
ents.) 


Q. “General, you were quoted recently as proposing that 
Japan be placed under the United Nations. Would you care 
to elaborate on that?” 

A. “The time is now approaching when we must talk peace 
with Japan. Our occupation job here can be defined as falling 
roughly into three phases—military, political and economic. 

“The military purpose, which is to insure that Japan will 
follow the ways of peace and never again be a menace has 
been, I think, accomplished. We have demobilized troops, 
demilitarized the country, torn down military installations. 
Psychologically, I believe success has been equally propitious. 
Japan today understands as thoroughly as any nation that 
war does not pay. Her spiritual revolution has been probably 
the greatest the world has ever known. 

“The political phase is approaching such completion as is 
possible under occupation. We changed the laws, standards 
and ideals of this country from the feudalistic ideals of the 
past into the concept of what is the greatest thing in life, next 
to spiritual beauty—dignity of man. We have made them think 
nations exist for the welfare of those who compose them instead 
of the reverse. . . 

“Democracy is a relative thing. It’s a question of the degree 
of freedom you have. If you believe in the Anglo-Saxon idea 
you will believe this will stay here. If you are a cynic or believe 
in totalitarianism you may doubt it is here to stay. I believe 
sincerely and absolutely that it is here to stay. 

“I don’t by that mean to say this thing called democracy 
has been accomplished The process of democratization is one 
of continual flux. It takes years. But insofar as you can lay 
down the framework it already is accomplished. There is little 
more except to watch, control and guide. 

“The third phase is economic. Japan is still economically 
blockaded by the Allied powers. Economic warfare along those 
lines still is as bitter here as when the guns were firing. And 
now strangulation is worse because we have returned millions 
of repatriates from abroad. 

“No weapon, not even the atom bomb, is as deadly in its 
final effect as economic warfare. The atom bomb kills by the 
thousands, starvation by the millions. 

“Japan was thoroughly exhausted. All she had left was 
men. She was living on stockpiles and our blockade after the 
fall of the Philippines kept materials from coming in. Now 
they are scraping the bottom of the stockpiles. 

“Each little family had its stockpile—of clothing and heir- 
looms. Now these are being sold to keep men alive. 

“Even under the strictest rationing, Japan is not producing 
enough to satisfy her needs. The difference must be filled by 
the Allies. If we keep this economic blockade up, more and 
more will we have to support this country. 

“It is an expensive luxury. But we will pay for it or let 
people die by the millions.” 


There is “not the same unity among the Allies” in the 
economic phase of the occupation as in the military and politi- 
cal phases. “No clear-cut economic framework has been cut- 
lined for Japan, or Germany either, for that matter. But this 
is not a phase that occupation can settle. We can only enforce 
economic strangulation. 

“It would be advisable for the world to initiate at this time 
peace talks with Japan. But peace won’t mean complete relaxa- 
tion of all guidance or controls. . 

“Japan on her initiative and without coercion has completed 
a constitution which takes the great step of renouncing war. 
There was a great deal of criticism when this first appeared, 
but it remains . . . She also has abolished military installations 
under the Potsdam Declaration. 

“Therefore they will be unprotected when we withdraw. 
Who is going to protect them?” 

One method would be “to back track and permit small 
military establishments . . . But the Japanese are relying upon 
the advanced spirituality of the world to protect them against 
undue aggression. . .” 

It was on this basis, MacArthur said, that he suggested 
recently to a visiting editor that the United Nations should 
exercise control over Japan. 

“If the United Nations are ever to succeed, this is the most 
favorable opportunity it has ever had. Japan would be willing 
and would desire it. 

“If the United Nations cannot provide these mild controls, 
it cannot meet anything.” 

Q. “Would you care to elaborate a little more on the peace 
treaty? When do you think it should be?” 

A. “For the record, I'll say as soon as possible. In Japan 
there is a functioning government. But in Germany the gov- 
ernment had to be built from the ground up, and there 
is no government to sign the peace treaty . . . Over here 
there is no problem of what to do with Japan. She has 
been squeezed out of pretty nearly everything we can expect 
to squeeze out of her. I am not talking of reparations now. 
But she already has lost Manchuria, Korea and Formosa. 
There is little left. . . . 

“The days of SCAP [Supreme Command for the Allied 
Powers] should cease completely with a peace treaty because, 
I think, conditions are ripe for it now. . .” 

Q. “How long would you say the United Nations would 
have to continue controls of democratization?” 

A. “I wouldn't want to speculate on that. The Japanese 
would accept it . . . It would be considered protective rather 
than repressive. It could continue as long as it was munificent. 

“I would not envision any military formations of any sort 


_ after the peace treaty. Bayonet control would be a mockery.” 


Q. “What about restoration of Japan’s economy?” 

A. Japan, MacArthur said, was economically poor. “In fact, 
that was one reason she went to war—she was reaching out 
to get resources.” He pointed out that trade was the lifeblood 
of these islands and that to stimulate trade Japan must import 
such necessities as cotton and wool. 

“We do not allow Japan to trade. She has got to be allowed 
to trade with the world. Japan is only permitted a barter system 
through the bottleneck of SCAP. We've got to take it out of 
the hands of the Government and put it in the hands of private 
traders. 

“Eighty million people need 20,000,000 tons of food (annu- 
ally). Seventeen million tons are produced here . . . There is 
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no way I can see within the appreciable future that these 
people can get enough food from indigenous products.” 

The job of the occupation, he said, is to restore Japan’s pro- 
duction to self-sufficiency. “I once read a statement Winston 
Churchill made in one of his moments of profound inspiration. 
Speaking of Germany, he said, “The problem is not to keep 
Germany down, but to keep it up.’ 

“I didn’t understand it then, but I do now. Our problem is 
to keep Japan up.” 

In recounting difficulties encountered in attempting this, 
MacArthur said “Japan cannot sell her raw silk in the United 
States. The scientists have outdone them. Milady would 
rather have nylon hose than silk hose and they're the boss, as 
any man will tell you. The scientists have relegated silk to 
a secondary position—just as they relegated armies and navies 
to a secondary position with air power and the atomic bomb. 
Well, that’s not quite true, but it illustrates what I mean.” 

MacArthur said the Japanese were “magnificent farmers,” 
but needed fertilizers for lands exhausted of richness. Formerly, 
huge amounts were imported from China and Manchuria, 
“but not a pound has come in since the end of the war,” he 
said. He cited this to show difficulties of restoring production. 





MacArthur mentioned that he had read a proposal by a 
congressman to cut off Japan’s foreign trade for 50 years. 

Q. “What would happen if you did?” 

A. “There wouldn’t be anybody left alive.” 

Q. “What do you see as the final reparations program?” 

A. “I don’t think there is any intent to take away from the 
industrial capacity of Japan that which would destroy it.” He 
noted “some disagreement” between reports on reparations by 
Edwin Pauley and Clifford Strike, but said “they were both 
working on the big problem of trying to find the proper balance 
on question... 

“If reparations are cut too deeply, the United States will 
have to support Japan because we have undertaken major 
burdens of the occupation.” 

Q. “What is the possibility of a United States loan to 
Japan?” 

A. “I think Japan can pay back all the dollars we appro- 
priate, but I think we should hold a first lien against anything 
we take out of her” in the way of trade. “The United States 
has not adopted a formula of loans yet, but we are operating 
on the army budget, and expenditures probably will be 
charged against costs of occupation.” 


U.S. ON CONTROL OF GERMANY 


Secretary of State Marshall stresses need for unity 


(Text of statement by U. S. Secretary of State Marshall, 
at a meeting of the Council of Foreign Ministers in 
Moscow, March 17, 1947, on occupation and control of 
Germany.) 


HAVE LISTENED carefully to Mr. Bevin and Mr. Molotov. 

Mr. Molotov’s first statement on economic matters largely 
consisted of charges leveled against the actions and motives 
of the other Allied powers associated in the occupation 
and control of Germany. I do not agree with the basis 
or logic of much that he has said. But charges and counter- 
charges get us nowhere except in the development of great 
differences. They do not solve our problems, they do com- 
plicate them. 

Regarding Mr. Molotov’s statement as to reparations, we 
Americans are keenly aware of the tremendous losses in life 
and the destruction of industry and villages and cities suffered 
by the Soviet Union and of the individual suffering of the 
Soviet people, the horrors they were forced to endure and 
the gallantry with which they endured them. 

The same applies though to a lesser extent to France and 
the people of France and to the United Kingdom and its 
people. It also applies to other United Nations. We Americans 
are, as I have said, keenly aware of this situation and what 
it means to the people of the devastated countries. We recog- 
nize the great, the vital contribution to the Allied victory 
of the Soviet armies and the colossal cost of their effort. I, 
personally, am on record officially in recognizing their con- 
tribution in my final report as Chief of Staff of the Ameri- 
can Army. 

In all of our discussions, we will have these facts clearly 
in mind. I assure you of this. 

I propose now to discuss what appear to the United States 
delegation as the fundamentals which should govern eco- 
nomic unification and thereafter will discuss reparations. 

I will adhere to my prepared remarks and will not at this 
time discuss some of the important points Mr. Molotov has 
raised and the definite proposals he has submitted. 

The treatment of Germany as an economic unit is the key 
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to the solution of Germany’s economic problem. The failure 
to treat Germany as a single economic unit as was agreed in 
the Potsdam protocol has hampered the achievement of the 
basic purposes of the occupation and has precluded settle- 
ment of reparations. 

The problem is considered under six headings: 


(1) The common use of indigenous resources. 
(2) An export-import plan. 

(3) Reparations. 

(4) Financial reform. 

(5) Freedom of movement. 

(6) Central German administrative agencies. 


The solution of these questions today is vital to the success 
of the occupation and to the future peace of the world. 


Use of Indigenous Resources 


The Potsdam Agreement provides for “the equitable dis- 
tribution of essential commodities between the several zones 
so as to produce a balanced economy throughout Germany 
and reduce the need for imports.” It is our view that this 
provision requires the elimination of zonal lines as economic 
boundaries. There must be free trade throughout Germany 
as a whole, common ration scales and the allocation of scarce 
commodities on common standards. Only in this manner can 
essential imports be minimized. 

Requirements of occupying forces. The common use of 
indigenous resources necessitates agreement regarding the 
requirements of the occupying forces. Clearly the use of 
indigenous resources by the occupying forces reduces the 
indigenous supplies available for internal use and export and 
consequently increases the need for imports. Therefore, it is 
of common interest to each of the occupying powers that a 
comparable basis be agreed upon for the use of indigenous 
resources by all of the occupying forces. 

Control of property by occupying powers. Unless foreign- 
owned German industry and other property is treated the 
same and subjected to the same rules as other German prop- 
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erty the common use of German indigenous resources will be 
seriously affected. Foreign-owned plants no less than German- 
owned plants draw upon coal, man power and other indige- 
nous German resources. For this reason, they must be subject 
to the same control by German governmental authorities as 
regards allocation of raw materials and allocation and delivery 
of their products as German-owned plants and must be con- 
sidered in every way an integral part of the German economy 
and subject to German law. Industrial plants owned by 
foreign private interests are now subject to regulation in the 
same manner and to the same degree that German-owned 
plants are regulated for allocation of raw materials and 
distribution of their product. ; 

Incidentally, apropos of Mr. Molotov’s references to foreign 
monopolies, no increase in foreign investments has taken place 
during American contro] or will be permitted under joint 
British and American regional control. 

At present this same contro] does not exist with respect to 
the group of industries making up a substantial part of in- 
dustry in the Soviet zone which is known as the Soviet Aktien- 
Gesellschaft while the Soviet representatives have not yet 
furnished detailed information on this organization, it clearly 
has not been subject to the Allied Control Authority but has 
represented extraterritorial privileges exercised by a foreign 
government. 

The question is also raised concerning the manner in which 
title to these plants was acquired and what values were 
given for this ownership. Continued ownership and control 
of these plants by an occupying power with extraterritorial 
privileges would appear to be inconsistent with the principles 
of economic unity agreed upon at Potsdam. 


Export-Import Plan 


Nineteen months ago, it was agreed at Potsdam that a 
common export-import pact would be adopted for all Ger- 
many. The Allied Control Council accepted an interim export- 
import plan and agreed to adopt a permanent plan by Oct. 31, 
1945. The history of our efforts to carry out this decision has 
been one of continuous frustration. Today we are no farther 
toward this goal than at Potsdam. 

We understand that substantial quantities of goods have 
been taken out of the Soviet zone as reparations from current 
production despite the Potsdam provision that “the proceeds 
of exports from current production and stock shall be avail- 
able in the first place for payment for such imports.” 

Exports are defined to include all goods and services fur- 
nished from Germany except items of restitutjon and capital 
equipment shipped as reparations. Whether or not reparations 
from current production are technically called exports. it was 
never contemplated under the Potsdam Agreement that any- 
thing of value other than agreed capital removals and resti- 
tuted articles should be taken from the country except for 
proceeds of value which should be available for necessary 
imports. If that were not the case reparations would be taken 
which would deprive Germany of resources necessary to 
enable her to subsist without external assistance contrary to 
the expressed terms of the Potsdam protocol. 

At the same time, the American people are expending 
millions of dollars every month for necessary food imports 
to prevent starvation. Reconciliation of these contrasting finan- 
cial positions is necessary. We cannot accept a unified Ger- 
many under a procedure which in effect would mean that the 
American people would pay reparations to an ally. 

To reach general agreement, an understanding is also nec- 
essary among the occupying powers for sharing appropriately 
the cost of importing food needed to prevent starvation until 
Germany herself can pay the bill with her own exports. 
Until these problems are resolved, no common export-import 
plan is possible. The failure to reach common understanding 
on the sharing of the present deficit and on maintenance of 
the principle that payments for imports are a first charge 


against the proceeds of exports as laid down by the Potsdam 
Agreement has so far prevented the treatment of Germany 
as an economic unit. The Allied Control] Authority has had 
no report from the Soviet representatives as to the quantities 
of materials from current production that have been removed 
from Germany, but it is believed that these quantities have 
been substantial. We regard these removals to be incon- 
sistent with the Potsdam Agreement which requires Germany 
to be treated as an economic whole and prescribes the com- 
mon use of resources and the application of export proceeds 
in the first place to payment of imports. 


Reparations 


The close relationship between an export-import plan, the 
level of industry and economic unitv on the one hand, and 
the program for the removal of industrial capital equipment 
as reparations on the other, must be recognized. Reparations 
will be discussed presently and I simply wish to record now 
that no real solution of the reparations problem will be pos- 
sible until] Germany is treated as an economic unit, as was 
agreed at Potsdam. 


Financial Reform 


The production and equitable distribution of goods in 
Germany are already severely handicapped by the excessive 
supply of money and the top-heavy debt structure resulting 
from the war. If the German economy is to become self- 
supporting, a monetary reform which wil] create a new 
money that labor regards as worth working for and for which 
businessmen wish to sell goods is imperative, together with 
the necessary increase in production so that sufficient goods 
are available for purchase. 


Freedom of Movement 


We have referred to the present zonal boundaries which 
now represent barriers to the movement of goods. persons 
and ideas throughout Germany. If we are to accomplish our 
objective we must clearly define these zona] boundaries as 
merely lines of demarkation between our occupying troops 
maintained only for the purpose of security. It follows then 
as a basic condition for economic unification that the Allied 
Control] Authority must take measures to assure freedom of 
movement throughout Germany for both German and Allied 
personnel and also those measures necessary to assure the 
fundamental freedoms provided in the Berlin protocol on a 
Germany-wide rather than a zonal basis. 


Central German Agencies 


Although Germany was divided into zones for purposes of 
occupation, it was agreed by the three powers at Potsdam that 
“during the period of occupation Germany shal] be treated 
as a single economic unit.” In order to implement this decision, 
administratively, the Agreement provides that “certain essen- 
tia] central German administrative departments, headed by 
state secretaries, shall be e&tablished, particularly in the fields 
of finance, transport, communications, foreign trade and in- 
dustry.” 

The failure to carry out these provisions of the Potsdam 
accord has resulted in each zone commander managing his 
zone of occupation as a separate economy and dealing with 
the other zones at arms length. 

It is our view that the Potsdam Agreement provides for the 
common use of indigenous resources to be implemented by 
central German agencies. The policies of the Allied Control 
Authority can be effectively carried out only if the German 
agencies are granted executive powers without interference 
from individual zone commanders. 

We recommend that the central German agencies agreed 
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upon at Potsdam, together with a food and agriculture agency 
which the report of the Allied Control Authority recvin- 
mended as equally necessary, be established at the earliest 
possible date. 

The relationship of the central German agencies to the 
Provisional German Government and to the several Lander 
will be discussed later under our agenda. 

Progress toward economic unification. When the efforts of 
the American representatives in Berlin to carry out the 
Potsdam accord with respect to joining the economies of all 
four zones in Germany were unsuccessful over a period of 
many months, the United States became increasingly con- 
cerned over the prospect of continued management of the 
German economy on a zonal basis and decided to take all 
possible steps toward joining as many of the zones as possible. 
As a result the United States Secretary of State, Mr. Byrnes, 
at the June 1946 Conference of Foreign Ministers invited each 
of the other occupying powers to join in economic unification 
with the United States zone. The invitation made it clear that 
any arrangements made by the United States with any of the 
other occupying powers would be open on equal terms to 


the remaining occupying powers at any time that they might 
be prepared to participate. 

The fusion of the United States and British zones has been 
carried out in accordance with the principles of the Potsdam 
accord; economic boundaries between the zones have been 
abolished, indigenous resources are shared, export proceeds 
and import deficits are shared, and German agencies respon- 
sible for administration of the combined area have been 
established. 

The experience of these agencies now operating in the 
fields of transport, communications, finance, agriculture, in- 
dustry and foreign trade should be useful when, and I hope 
it will be soon, we are able to bring about the economic 
unification of all Germany. 

In conclusion, I regard the various problems as interde- 
pendent. A general solution must be found for all of them after 
full discussion in the Council if we are to accomplish the 
basic purpose of creating a sound structure for a self-sustaining 
Germany powerless to re-establish its former military power. 

I have a specific directive to propose which I will now 
present for translation and circulation. 





Views of Allies on Reparations 


(Text of statement on reparations by George C. Mar- 
shall, U.S. Secretary of State, at Council of Foreign 
Ministers at Moscow, March 18, 1947.) 


WIsH to make completely clear the position the United 

States has consistently taken with regard to the relation of 
the Potsdam Agreement on reparations to the Yalta protocol. 

Immediately on his return from Potsdam, before any ques- 
tion was raised as to the scope or meaning of the Potsdam 
Agreement and of its relation to the Yalta Agreement, Presi- 
dent Truman in a public address on Aug. 9, 1945, clearly 
stated his understanding of the Potsdam Agreement, and I will 
read to you exactly what he said: 

“At the Crimea Conference a basis for fixing repara- 
tions had been proposed for initial discussion and study 
by a reparations commission. That basis was a total 
amount of reparations, $20,000,000,000. Of this sum, one 
half was to go to Russia, which suffered more heavily in 
loss of life and property than any other country. 

“But at Berlin the idea of attempting to fix a dollar 
value on property to be removed from Germany was 
dropped. To fix a dollar value share each nation would be 
a sort of guarantor of the amount each nation would get 
—a guaranty which might not be fulfilled. This formula of 
taking reparations by zones will lead to less friction 
among the Allies than the tentative basis originally pro- 
posed for study at Yalta.” 

In July 1946, at Paris, the question of German reparations 
was discussed in the Council of Foreign Ministers. At that 
time, Mr. Molotov presented the same arguments regarding 
the Yalta Agreement which he put forth here. Secretary 
Byrnes, who was present at the Yalta Conference and who as 
Secretary of State took an active part in working out the Pots- 
dam agreement on reparations, stated the view and position 
of the United States Government that the Potsdam Agreement 
took the place of the preliminary agreement reached at Yalta. 
Secretary Byrnes pointed out the irrefutable fact, and I quote 
from his statement: 

“The language read by Mr. Molotov showed what 
Mr. Roosevelt agreed to was only to study as a basis for 
discussion the suggestion of the Soviet Government. 
The language of the protocol shows that the Soviet pro- 
posal was passed to the Moscow Reparations Commission 
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as one of the proposals to be considered by the Commis- 

sion.’ 

The position of the United States Government regarding 
reparations is that the agreements at Potsdam supersede the 
preliminary agreements previously reached at Yalta. We will 
not follow Mr. Molotov in a retreat from Potsdam to Yalta. 


The Yalta Protocol 


(Text of the hitherto secret Yalta protocol on German 
reparations, as released in Moscow on March 18, 1947, 
by Soviet Foreign Minister V. M. Molotov.) 


Protocol on the talk between the heads of the three govern- 
ments [the United States, Russia and Britain] at the Crimea 
Conference on the question of German reparations in kind. 

The heads of the three governments agreed as follows: 

(1) Germany must pay in kind for losses caused by her 
to the Allied nations in the course of the war. Reparations are 
to be received*in the first instance by those countries which 
have borne the main burden of the war, have suffered the 
heaviest losses and have organized victory over the enemy. 

(2) Reparations are to be exacted from Germany in the 
three following forms: 

a. Bulk removal within two years from the surrender of 
Germany or the cessation of organized resistance from the 
national wealth of Germany located on the territory of Ger- 
many herself as well as outside her territory (equipment, 
machine tools, ships, rolling stock, German investments 
abroad, shares of industrial, transport, navigation and other 
enterprises in Germany, etc.), these removals to be carried 
out chiefly for the purpose of destroying the war potential of 
Germany. 

b. Annual deliveries of goods from current production after 
the end of the war for a period to be fixed. 

c. Use of Gérman labor. 

(3) For the working out on the above principles of a 
detailed plan for the exaction of reparations from Germany 
an Allied reparations commission is to be set up in Moscow, 
consisting of representatives of the U.S.S.R., the United 
States and the United Kingdom. 

(4) With regard to the fixing of the total sum of repara- 
tions, as well as the distribution of it among countries which 








suffered from German aggression, the Soviet and American 
delegations agreed as follows: 

“The Moscow Reparations Commission should take in 
the initial stages as a basis for discussion the suggestion 
of the Soviet Government that the total sum of repara- 
tions in accordance with points a and b of Paragraph 2 
should be $20,000,000,000, and that 50 per cent of it 
should go to the U.S.S. R.” 

The British delegation was of the opinion that, pending 


consideration of the reparations question by the Moscow 

Reparations Commission, no figures of reparations should be 

mentioned. The above Soviet-American proposal has been 

passed to the Moscow Reparations Commission as one of the 
proposals to be considered by the commission. 

Signed by: 

CHURCHILL. 

ROOSEVELT. 

STALIN. 





MARSHALL ON DEMOCRATIC IDEALS 


Secretary of State outlines basic freedoms needed for Germany 


(Text of U.S. Secretary of State Marshall's statement 
to the Council of Foreign Ministers on the democratiza- 
tion of Germany, March 14, 1947.) 


— BERLIN CONFERENCE instructed the Allied Control 
authority “to prepare for the eventual reconstruction of 
German political life on a democratic basis, and for eventual 
peaceful cooperation in international life by Germany.” We 
believe that the directive should be made more precise, so as 
to assure unity of procedure within the different German 
zones. 

I realize that the word “democracy” is given many interpre- 
tations. To the American Government and citizens, it has 
a basic meaning. We believe that human beings have certain 
inalienable rights—that is, rights which may not be given 
or taken away. 

They include the right of every individual to develop his 
mind and his soul in the ways of his own choice, free of fear 
and coercion—provided only that he does not interfere with 
the rights of others. To us a society is not democratic if men 
who respect the rights of their fellow men are not free to 
express their own beliefs and convictions without fear that 
they may be snatched away from their home or family. To 
us a society is not free if law-abiding citizens live in fear of 
being denied the right to work or deprived of life, liberty 
and the pursuit of happiness. 

We believe the reconstruction of Germany on a demo- 
cratic basis, as called for by the Berlin Conference, requires 
that the basic law within each German state and the practice 
of occupying authorities should assure such rights to every 
individual and effectively prevent any government or group, 
however powerful or however numerous, from taking such 
rights from, or imposing such fears on any individuals, how- 
ever weak or however few. 

We believe that the present control of Germany by the 
Allies gives us a unique opportunity to demonstrate to the 
world the sincerity of the democratic goals which were pro- 
claimed in the Atlantic Charter and the Charter of the United 
Nations. 

Unfortunately the Allied Control Council has not yet been 
able to agree upon the guarantees necessary to assure political 
and economic freedom in all parts of Germany. In conse- 
quence there has been no uniform preparation of Germans in 
the different zones for political reconstruction of Germany. 

In the first place, it seems clear that there has not been a 
uniformly effective guarantee of civil rights in all parts of 
Germany. The protection of the individual in a modern state 
rests upon constitutional guarantees of his basic rights and 
liberties. I assume my colleagues will agree that adequate 
guarantees of these basic rights of the individual should be 
contained in every German constitution. 

In the second place, there has been no uniformly effective 


guarantee of the rights of political parties in all parts of 
Germany. 

Freely constituted political parties should be insured the 
right to participate in a free and competitive election system 
in which each is accorded equal opportunity to present its 
views, win adherents and obtain just representation. 

In the third place, there is no uniformly effective guarantee 
of the rights of free trade unions in all parts of Germany. The 
rights of free and autonomous trade unions to carry on the 
customary trade union activities in accordance with the wishes 
of their members should be clearly established. 

In the fourth place, there is no uniformly effective guarantee 
of freedom of press and radio in all parts of Germany. 

There is, in the opinion of the American Government and 
the American people, a vital connection between modern 
democracy and a free press and radio. Governmental domina- 


‘ tion and manipulation of information media in the interest 


of the Nazi Party were powerful weapons in the hands of the 
antidemocratic Nazi regime. If antidemocratic ideologies are 
to be forever eliminated in Germany, we must certainly permit 
the people of that nation to enjoy an unrestricted access to 
information obtained by means of all media of public informa- 
tion, including the press, the radio, books, magazines, publi- 
cations, films, the theater and music. 

In the fifth place, there is no uniformly eftective guarantee 
of freedom of movement for persons and goods throughout 
Germany. 

' Such freedom is essential to the development of a sound 
political and economic life in a peaceful Germany. The original 
reasons for restricting the movement of Germans internally no 
longer exist. German military forces have been disbanded and 
the great majority of war criminals apprehended, Nazi organi- 
zations have been broken up, and active Nazis and subversive 
elements are under the necessary control and surveillance. 

Since the reasons for restricting the free movement no 
longer prevail, it seems to us that the time has come to termi- 
nate any such restrictions that now exist. 

I am sorry that the Allied Control Council has delayed 
in taking the necessary action to insure the observance 
of these prerequisites to the agreed political and _ eco- 
nomic objectives. 

We will never democratize Germany by the mere negative 
process of depriving the Nazis of their positions and influence. 
We must, rather, take an active part in the establishment of 
the essentials which I have outlined and proceed to restore 
German economic and political life upon the foundation which 
they provide. To make substantial progress in this direction, 
a common agreement among us is essential. 

The United States delegation regards the principles I have 
outlined as of fundamental importance. I shall later circulate 
a proposed directive on the subject, which I hope will have 
your sympathetic consideration. 
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Marshall’s Advisers 
Discount War Threat 


The U.S. plan for aiding Greece 
and Turkey is a compromise between 
two views of how Washington should 
face up to Russia. One group favored 
a clear-cut warning to Moscow that, in 
the U.S. view, Russia was proving 
unduly aggressive and that the U.S. 
was prepared to resist firmly any fur- 
ther Soviet expansion. A more moder- 
ate group urged the President to avoid 
a definite warning and to allow world 
opinion to interpret the U.S. position. 
Something close to the latter is what 
finally emerged. 


o 0o 98 


A canvass of Foreign Service and 
other specialists familiar with Russia 
was made in advance of the U. S. an- 
nouncement on Mediterranean policy. 
The unanimous opinion was this: Rus- 
sia does not want to get involved in a 
war over Greece or any other territory 
outside the present limits of the Soviet 
world; the Russians are in no condi- 
tion to do so even if they wanted to; a 
firm U.S. policy involves little or no 
possibility of war with Russia for a 
long time. 


o 0 90 


This year’s training cruise for Ar- 
gentina’s naval midshipmen will in- 
clude a trip to Russia. Cadets from the 
Argentine Naval Academy will go to 
the port of Odessa on the Black Sea. 
It will be the first time an Argentine 
warship has entered Russian waters. 


o 0 °O 


Diplomats now predict that the 
Moscow Conference of Foreign Min- 
isters will last only one month. Before 
U.S. Secretary of State George C. 
Marshall left for Russia he asked his 
advisers for a list of Conference “do’s 
and don'ts.” The two principal “don’ts” 
he received: “Don’t stay too long, but 
don't set a deadline for your de- 
parture.” 
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Intercepts 


. App forU S. Pat. On 


Chiang Losing Grip, 
Diplomats Declare 


Inflation is inching upward in Great 
Britain. Prices are advancing steadily 
on a wide range of articles. One 
trouble is the growing emphasis on 
exports, with a consequent reduction 
in the quantity of consumer goods at 
home. As a result, there is a steady 
pressure on the prices of the few 
goods that are available. 


o oO 98 


Many well-informed diplomats are 
convinced that Generalissimo Chiang 
Kai-shek is losing his grip on China. 
The U.S., officially silent for the mo- 
ment, still is hopeful that a liberal 
group will emerge with sufficient 
strength to stand somewhere midway 
between the extremists among the 
Nationalists and the Communists. 


o 90o 9 


The U.S. Navy's decision to cruise 
the Eastern Mediterranean’ was 
reached several months ago, long be- 
fore President Truman’s speech on 
aid for Greece and Turkey. The Navy's 
plans were made public in Washing- 
ton at this time because the news 
leaked in Athens. 


oo 98 


Russia has fired 600,000 bureaucrats 
from the collective-farm system. The 
employes all were office workers. The 
idea behind the move is that farmers 
will increase output if they can be con- 
vinced that only productive workers 
are to share in the collective earnings. 


o 0 9 


Despite Administration backing, leg- 
islation to authorize the U.S. to fur- 
nish military equipment to Latin- 
American countries has not been re- 
introduced in Congress this session. 


Steel Shortage To Hit 
British Industry Soon 


The delay is due in large part to dif- 
ferences of opinion within the State 
Department where some officials still 
are opposed to the idea. The whole 
situation will be called to Secretary of 
State Marshall’s attention when he re- 
turns to Washington from Moscow. 
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Great Britain’s steel supplies are 
shrinking sharply because of the win- 
ter fuel crisis. The full effect will be 
felt by British industry in the next 
few months. When it hits, the shortage 
of materials will replace the shortage 
of man power as the most urgent pro- 
duction problem. 
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With Mexico’s Communist Party 
supporting him, Vicente Lombardo 
Toledano is expected to try to regain 
his former position as head of the Con- 
federation of Mexican Workers. If he 
succeeds, most labor officials expect 
the Confederation to shift further 
to the left. 


oo 9 


Diplomats in Washington say that 
complete success of the revolution in 
Paraguay probably would result in a 
less dictatorial regime than that of 
President Higinio Morinigo. The in- 
surgents have the support of a major- 
ity of Paraguay’s political parties and 
a considerable part of the Army. Most 
of the parties have been without a 
voice in the Government during much 
of Morinigo’s Administration. 


o 0 06 


The U.S. Commercial Company, 
which controls Japanese trade, is ex- 
pected to be dissolved within six 
months. If the plan goes through, pri- 
vate trade with Japan probably will 
be restored this summer, but will be 
kept under strict control of occupation 
authorities. 
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Perfect Threesome 
Tee off to a perfect round of Highballs made with 


the finest-tasting Three Feathers in 64 years! 
Smoother, lighter, richer than ever—this magnificent 4 


whiskey gives any drink a par score for enjoyment. 


THREE FEATHERS were) 
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First Among Fine Whiskies 
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Blended Whiskey 86 proof. 65% grain neutral spirits. Three Feathers Distributors, Inc., New York 




















